

Red Lobster 
Restaurants 

Red Lobster is the leading 
seafood dinnerhouse chain 
in both the ( 7 . 5 . and 
Canada with a total of 
more than 430 units. 



Talbots 

Talbots' retail stores and 
catalogs offer updated , 
high-quality 
womens apparel, 
shoes and accessories 
with classic style. 



Hamburger 
Helner 


Flour 

Gold Medal flour , now 
107 years old . is the 
flagship brand in 
General Mills' flour line. 



European Food 
Operations 

Biscuiterie Nantaise 
cookies are a favorite in 
France; Smiths snacks are 
top sellers in the Benelux. 



Bisquick 

Bis quick has been Ameri¬ 
ca's favorite variety 
baking mix for more than 
half a century. 



Gorton's Seafood 

Gorton's Crunchy fish 
sticks and fillets are one 
of this market-leading 
company's most popular 
lines. 




aniNCM v 


Snack Foods 

General Mills' grouping 
snack foods activity 
includes fruit snacks , 
frozen novelties and 
micron ave popcorn. 



FRUIT • 
ROU'Ui 



Eddie Bauer 

Eddie Bauer's stores and 
catalogs carry an assort - 
ment of sportswear and 
gift items for men and 
u>omen. 












































GENERAL MILLS BUSINESS STRUCTURE 


Core Businesses 

General Mills’ three core businesses-Big G cereals, Red 
Lobster restaurants and Talbots specialty retail opera- 
tions-generated 46 percent of the company’s total 1987 
sales. Each of these businesses provides both high returns 
and good growth. Each has a consumer franchise that is 
stronger than its industry’s standard. And each makes a 
substantial profit contribution relative to its industry 
segment within General Mills, while providing excellent 
reinvestment opportunities. 

I 


Established Businesses 

I Strong established businesses generated 34 percent of 
| General Mills’ 1987 sales. These businesses include Betty 
| Crocker dessert, side dish and dinner mixes; Gold Medal 
and Robin Hood flour, Bisquick baking mix, interna¬ 
tional foods and York’s restaurants. General Mills’ estab¬ 
lished businesses, in total, hold leading market shares and 
generate excellent returns, but compete in industry 
segments with moderate growth characteristics. The 
strong returns provide excess cash that is invested in the 
company’s many growth opportunities. 



Big G Cereals 

The Big G cereal line 
includes a wide variety of 
long-time favorite brands 
and innoi>ative 
new products. 


Betty Crocker 
Desserts 



Super Moist cake mixes 
and Creamy Deluxe 
frostings hold dominant 
shares in 
their market 
segments. 


Dinner and Side 
Dish Mixes 

Betty Crocker's Helper 
dtnners and specialty 
potato mixes offer con¬ 
sumers mealtime variety. 



Major Growth Businesses 

General Mills’ business mix includes attractive growth 
opportunities in each industry' area. In 1987, the compa¬ 
ny’s snack businesses, Gorton’s frozen seafood, Yoplait 
yogurt. The Olive Garden and Red Lobster Japan restau¬ 
rants, Eddie Bauer specialty retail operations and other 
businesses generated 20 percent of the company’s sales. 
While these businesses, in aggregate, currently provide 
lower returns because of heavy investment spending 
during their development, they provide very strong 
growth opportunities and good long-term return 
prospects. 



The Olive Garden 
Restaurants 

The Olive Garden has 
become the nation's 

largest Italian 
dinnerhouse. 


Yoplait Yogurt 

Yoplait continues to inno¬ 
vate in the growing U.S. 
yogurt market. 





















GENERAL MILLS: PURPOSE AND STRUCTURE 


General Mills is committed to providing consumers with products and services 
that are demonstrably superior to competitive offerings. We measure our success 
both in terms of consumer preference and growing share of market. Our goal is to 
build leading market shares in each significant area where we choose to compete. 

Our business structure, as described inside this cover, provides an excellent 
balance of good growth, high returns and attractive reinvestment opportunities 

General Mills’ strong consumer positions and business structure combine to 
create exceptional value for our shareholders. 





THE YEARS IN BRIEF 

Fiscal Year Ended 



May 31, 1987 

May 25, 1986 

(Amounts in Millions, 

Percent Change 

Continuing Operations: 

Except Per Share Data and Percentages) 

Sales 

$5,189.3 

$4,495.9 

15.4% 

Earnings After Taxes 

222.0 

179.2 

23.9 

Earnings Per Share 

2.50 

2.01 

24.4 

Results Alter Discontinued Operations: 

Net Earnings 

$ 222.0 

$ 183.5 

21.0% 

Net Earnings Per Share 

2.50 

2.06 

21.4 

Return on Average Equity - Net Earnings 

31.4% 

21.5% 

9-9 points 

Dividends Per Share 

$ 1.25 

$ 1.13 

10.6% 

Average Shares Outstanding 

88.7 

89.2 

— 

Year-end Market Price Per Share 

$ 54.00 

$ 38.125 

41.6% 


Sales 

Earnings After Taxes 

Earnings Per Share 1 

Return on Average Equity 

Dollars in Billions 

Dollars in Millions 

Dollars 

Percent 



(a) Continuing operations (b) Based on earnings from continuing operations before redeployments 
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LETTER TO SHAREHOLDERS 
AND EMPIOTEES 

General Mills had an outstanding 
year in fiscal 1987. The company 
achieved record financial results 
and strengthened its competitive 
position in each industry area. 

The strong results exceeded our 
goals for 1987. Our three core 
businesses, Big G cereals, Red 
Lobster and Talbots, each grew in 
market share. Gains by major 
established businesses tar exceeded 
long-term goals. Excellent sales 
growth and earnings gains w'ere 
recorded by our promising stable 
of growth businesses, many of 
which are in the heavy cost stage 
of their development. Results also 
benefited from continued success¬ 
ful productivity initiatives imple¬ 
mented throughout the company. 

The hard work and creativity of 
General Mills' more than 65,000 
people are the key to the compa¬ 
ny’s success. They make this truly 
a “Company of Champions.” 


Pretax earnings reached $433.2 
million, an increase of 37 percent. 
Net earnings were $222.0 
million, or 4.3 percent of sales. 
The effective corporate tax rate 
was 48.8 percent compared with 
43-4 percent last year. The higher 
rate primarily reflects the loss of 
investment tax credits. 

Dividends increased for the 
23rd consecutive year. Fiscal 1987 
dividends totaled $1.25; the 
current annual rate is $ 1.60 per 
share. 

The year-end market price for 
the company’s common shares was 
$54, a gain of 42 percent during 
the year. 

All market price, earnings and 
dividend per share figures reflect 
the two-for-one stock split effec¬ 
tive November 7, 1986. 

Operating Highlights 

■ Consumer Foods, General 
Mills’ largest business, reported 
sales and operating profit gains 


of 13 percent and 30 percent, 
respectively. Earnings benefited 
from strong unit volume 
growth, produc tivity gains, and 
greatly improved results from 
domestic and European snack 
food operations. Domestic pack¬ 
age food volume increased 7 
percent, resulting in record 
market shares in major catego¬ 
ries including Big G cereals, 
Betty Crocker mixes, consumer 
flour, and Gorton's seafood. 

Newer fruit snack and micro- 
wave popcorn lines also 
performed well. Pretax return 
on average year-end assets was 
32.1 percent, a record high. 

■ Restaurants, the company’s 
second largest business, achieved 
a sales increase of 19 percent, 
while operating profits grew 
9 percent. Red Lobster USA, 
with 392 units open at year- 
end, reported a 21 percent 
increase in operating profits on 
a 12 percent sales gain, outper- 


Financial Highlights 

Earnings per share increased 
24 percent to a record $2.50, 
compared with the $2.01 earned 
by continuing operations in 1986. 

The company’s return on aver¬ 
age shareholders’ equity was 31-4 
percent, exceeding the prior record 
of 21.5 percent achieved last year. 

Sales increased 15 percent to 
$5.19 billion, with over three 
quarters of the gain accounted for 
by physical volume increases and 
expansion of restaurant and retail 
businesses. 


General Mills Stock Price Performance 

End of Month Prices 
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forming a weak domestic restau¬ 
rant industry. Heavy start-up 
costs associated with newer 
concepts and international 
development of Red Lobster 
caused the lower growth of 
restaurant operating profits. 

This development included 
accelerated expansion of Red 
Lobster Canada and The Olive 
Garden, which collectively 
quadrupled in size by adding 69 
units. Pretax return on average 
assets was 17.4 percent. 

■ Specialty Retailing, composed 
of Talbots and Eddie Bauer, had 
strong performance throughout 
the year. Sales grew 28 percent 
and operating profits increased 
165 percent. Excellent gains 
were reported by both the retail 
and direct marketing operations 
of each company, including 
strong comparable store sales 
gains. Talbots sustained its 


rapid expansion by adding 25 
retail stores to end the year with 
109 units. Eddie Bauer contin¬ 
ued to operate 39 retail stores 
and, as a result of good 
consumer response to updated 
merchandising strategies, plans 
to renew retail store expansion 
in fiscal 1988. Pretax return on 
average assets reached 20.1 
percent, marking the first year 
Specialty Retailing has met the 
corporate financial target. 

As a result of excellent gains 
by each industry segment, total 
operating profits (pretax earn¬ 
ings before unallocated corporate 
expense) grew 29 percent to 
$492.7 million. Pretax return 
on average operating assets 
reached 26.8 percent. 

These results benefited from 
aggressive advertising and promo¬ 
tion, which increased 19 percent 
in support of established and new 


product programs. Major produc¬ 
tivity efforts continued across 
the company, resulting in the 
improvement of operating margins 
by one percentage point to 9.5 
percent. Corporate general 
expenses excluding interest costs 
remained relatively flat, as staffing 
was reduced by 6 percent. 

Overall wage, salary and benefit 
costs were 18.5 percent of sales 
compared with 19.5 percent 
last year and 20.1 percent in fiscal 
1985. 

Financial Objectives 
and Strategy 

General Mills’ financial objectives 
remain unchanged: a top-quartile 
return on average shareholders’ 
equity; earnings per share growth 
over a five-year period averaging 
six percentage points or more 
greater than inflation; a strong 
balance sheet with an ‘A” bond 
rating; and regular increases in 
dividends. Results for 1987 more 
than met these goals. For the 
future, we have added one new 
financial objective: a sustained 
minimum after-tax return on sales 
of 5 percent. 

Our strategy continues to 
emphasize our core, established 
and growth businesses. This strat¬ 
egy provides an excellent balance 
of high returns, good growth and 
substantial reinvestment oppor¬ 
tunities. The company has a 
planned investment program of 
$1.6 billion over the next three 
years: 

■ Core business investments total¬ 
ing $800 million include a new 



Left to right: F. Caleb Blodgett. Vice Chairman of the Board. Chief Financial and Adminis¬ 
trative Officer; H. B. Atuater. Jr.. Chairman of the Board and Chief Executive Officer; 
Mark FI. Wtiles. President. 
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state-of-the-art cereal production 
plant, 60 to 70 new units for Red 
Lobster USA, and a near doubling 
of Talbots’ retail store base. 

■ Approximately $200 million is 
earmarked for major established 
businesses like certain Betty Crocker 
mix lines, which have high 
market shares and high returns 
but do not require major new 
investments. 

■ About $600 million will 
support promising growth projects 
such as the addition of 120 units 
to The Olive Garden Italian restau¬ 
rant chain, a more than doubling 
of Eddie Bauer’s retail store base, 
and new capacity for promising 
food products. Our growth busi¬ 
nesses alone are expected to 
provide over 40 percent of the 
company’s projected sales growth 
during the next three years. 

This investment plan includes 
$1.3 billion in new fixed assets, 
representing 15 percent 
compounded annual growth in 


General Mills Investment Plan 
( 1988 - 90 ) 

$1.6 Billion 

Fixed Assets, Working Capital and Other 

■ Core Businesses 

■ Established Businesses 

■ Major Growth Businesses 



General Mills 

Five-year Real Growth Objectives 


Businesses 

Pfcrcent of 

Total Sales 

Wear 

Real Growth 

Projection 

Core 

4 6# 

7# 

Established 

34 

3 

Major Growth 

20 

15 

Total 

100# 

6 + % 


fixed assets from the $329-1 
million investment level of 1987. 

We expect three-year sales 
growth for the company to be 
strong, creating new challenging 
opportunities for our employees 
and excellent profit growth for 
our shareholders. 

As the table on page 23 indi¬ 
cates, our debt-to-total-capital 
ratio, including deferred income 
taxes associated with tax benefit 
leases and the capitalized value of 
operating leases, finished the year 
just under our 50 percent target. 
We expect this ratio to remain at 
approximately this level over the 
next three years, as we show 
strong profit growth while imple¬ 
menting our aggressive invest¬ 
ment plan. 

Fiscal 1988 Outlook 

We are off to an excellent start 
toward another year of strong 
financial and market share 
performance. We expect record 
sales, earnings, earnings per share 
and return on equity in 1988. The 
full provisions of federal tax 
reform are now in place, which 
should result in an approximately 
8 percentage point decline in our 


effective corporate tax rate. Our 
fiscal 1988 earnings per share 
growth goal calls tor a greater gain 
than the 24 percent increase 
achieved in 1987. 


A), 

H. B. Atwater. Jr. 

Chairman of the Board and 
Chief Executive Officer 

F. C. Blodgett 
Vice Chairman of the Board, 
Chief Financial and 
Administrative Officer 


nrijt // ujja, 

M. H. Willes 
President 

August 14, 1987 
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CONSUMER FOODS 

Consumer Foods is General Mills' 
largest business, accounting for two 
thirds of the company’s 1987 sales 
and 75 percent of its operating prof¬ 
its. General Mills’ brands hold lead¬ 
ing market shares in many categories 
of the $290 billion U.S. supermarket 
industry. 

In 1987, Consumer Foods achieved 
strong gains in sales, operating prof¬ 
its and unit volume. Sales in¬ 
creased 13 percent to $3.45 
billion. Operating profits 
grew' 30 percent to $369.5 
million. Strong unit volume 
growth reflected the vitality 
of the company’s product lines. 

Cereals 

Retail dollar sales for the ready-to-eat 
cereal category have more than 
doubled since 1980, grow ing nearly 
10 percent in 1987 to reach $5.1 
billion. Industry unit volume 
increased 3 percent, following last 
year’s strong 5 percent growth. 

In this dynamic market. Big G 
cereals’ 1987 results set new' records 
for volume, market share and operat¬ 
ing profits. Big G’s unit volume grew 
6 percent and its dollar share 
increased to 24. 3 percent. This was 
Big G’s eighth consecutive year of 
unit volume increase. 

Big G’s results reflected continued 
steady volume growth by established 
brands and the vitality of new'er 
cereals. Ongoing product improve¬ 
ment efforts and unique consumer 
and trade promotions, including a 
Big G Wheel of Fortune sweepstakes, 
helped generate strong volume 
momentum for many key brands. 
Individual brand highlights included 
the following: 

■ Honey Nut Cheerios set its eighth 
successive annual volume record, 
w'ith unit volume up 7 percent in 
1987. A 27-ounce package has been 
























innamon 

'oast* 

Crunch 


FIBER 

>ONE 




introduced and is helping to sustain 
that volume growth. Honey Nut 
Cheerios now' ranks sixth in total 
dollar sales and Cheerios ranks second, 
making this the cereal industry's 
largest franchise. 

■ Wheat Total and Total Corn Flakes 
volume also set a brand record. Both 
Total cereals were fortified with 
calcium during the year to become 
the market’s only brands offering 100 
percent of the recommended daily 
allowance of this important nutrient. 

■ Some of Big G’s oldest brands 
showed good volume strength. 
Wheaties , introduced in 1924, 
achieved its first volume increase in 
several years. And Kix volume grew' 
10 percent in 1987 to nearly double 
its 1980 level. 

As the chart below' shows. Big G 
holds shares well above average in the 
child market segments and has good 
average share in the all-family 
segments. Because its share of the 

Raisin Nut Bran's unique, nut-covered 
raisins and crisp bran flakes offer high-fiber 
nutrition and great taste. 



adult segments is relatively lower. 

Big G’s strategy is to increase its 
penetration of the adult cereal market 
while building on its strength in the 
other segments. 

Big G’s first high fiber cereal, Fiber 
One , w r as introduced in April 1985 
and has established a solid share base. 
Nationwide distribution of Raisin 
Nut Bran was completed during 1987 
and the cereal attained the year’s 
highest pound share of any new prod¬ 
uct on the market. Together, Fiber 
One and Raisin Nut Bran are contrib¬ 
uting nearly 1.5 points to Big G’s 
market share. A third adult cereal, 
Oatmeal Raisin Crisp , w'as introduced 
in April. 

Big G’s newest children's cereal. Ice 
Cream Cones , was introduced in Janu¬ 
ary and is enjoying strong consumer 
response. This unique cereal features 
whole wheat and rice “cones” mixed 
with puffed “scoops” made from corn 
and oats. 

An aggressive schedule of new 
product introductions is planned for 
fiscal 1988. In July, Big G intro¬ 
duced Clusters , an all-family wheat 
and bran flake cereal w ith honey- 
sweetened clusters of chopped 
almonds, walnuts and pecans. Initial 
acceptance has been promising. 
Additional ready-to-eat cereal activity 
is planned later in the year. 

Big G is also making a strategic 
entry into the hot cereal market with 
its Total Hot Oatmeal line. Nation¬ 
wide distribution is currently under 
w'ay and trade response has been 
enthusiastic. 

Consumers’ continuing interest in 
convenience, nutrition, taste and 


value keeps the cereal market’s pros¬ 
pects looking bright. 

Mix Products 

Betty Crocker mixes volume grew 
more than 7 percent in 1987, signifi¬ 
cantly outpacing market growth. 
Performance was good across the 
company’s established dessert, dinner 
and side dish mix lines. In addition, 
a major new' line of Suddenly Salad 
mixes achieved strong results. 

Betty Crocker holds a leading 40 
percent share of the S 1. 1 billion 
dessert mix market. In 1987, Betty 
Crocker Super Moist layer cakes set a 
volume record. Betty Crocker ready-to- 
spread frosting volume was also a 
record, and market share exceeded 50 
percent. This performance reflects 
continued strength of the Creamy 
Deluxe line and strong incremental 
volume from new MiniMorsels 
frostings. 

Big G Cereals Share by Age Group 

Index (Bijj Ci Average Found Share — 100) 
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Market volume in the brownie mix 
category grew' 13 percent, driven by 
numerous new product introductions, 
and Betty Crocker premium browmies 
turned in a strong performance. 
German Chocolate premium brownie 
mix was added to the line in June 
1987, one of several new- Betty Crocker 
dessert mixes introduced during the 
summer 

Betty Crocker is the leader in the 
$230 million add-meat dinner mix 
category. Aggregate volume for the 
company’s Helper mixes grew 6 
percent in 1987, w'ith continued 
strong performance from top estab¬ 
lished flavors and successful newer 
products. Hamburger Helper Sloppy Joe 
Bake w r as introduced during the year, 
the third variety to feature oven 
rather than stove-top preparation. 

New' Hamburger Helper Meat Loaf 
mix, introduced this summer, 
includes a disposable pan suited to 
the microw'ave. And Tuna Helper 
Tuna Pot Pie, introduced in July 
1987, offers a unique, home-baked 
alternative to frozen pot pics. The 
Betty Crocker Oriental Classics line, 
introduced last year, contributed 
incremental volume. 

In the $123 million specialty pota¬ 
toes segment, the market-leading 
Betty Crocker line posted a 10 percent 
volume gain. Two new' varieties of 
Twice Baked Potatoes were introduced 
in January and are sustaining volume 
momentum. 

Betty Crocker’s new' Suddenly Salad 
line was also introduced nationwide 
in January, creating a new market 
category. The line includes three vari¬ 
eties of meatless cold pasta salads and 
a potato salad mix, each packaged in 
a unique pouch that acts as both 
cooking bag and colander for fast, 
easy preparation. Suddenly Salad capi¬ 
talizes on consumers’ interest in both 
pasta and lighter meals. 

Annual volume for both the 
baking mix category and Bisquick was 


Mix Products Unit Volume Growth 

% Change Over Last Year 


■ Market 

■ Betty Crocker Mixes 



85 86 87 

lower in 1987. However, Bisquick 
volume for the last eight months of 
the year was stable and the brand 
remains the clear market leader. 

Flour and Foodservice 

The $3.8 billion U.S. milling indus¬ 
try has showm consistent volume 
growth since the early 1970s, w'ith 
per capita consumption up from 110 
pounds in 1973 to 126 pounds in 
1986. Volume for the family flour 

Tennis star Chris Evert won Wheaties' 
Champions Award , continuing the cereal's 
heritage as the "Breakfast of Champions. 


Grocery Products Food Group 

Arthur R. Schulze 
President 

Alfred G. Colling 
Vice President. Controlter 

Keith R. Sieck 

Vice President. Human Resources 

Betty Crocker Division 

Michael E. Cushmore 

Vice President. General Manager 

Jeffrey J. Rotsch 

Vice President. Director of Marketing 

Robert L. Stretmater 

Vice President. Director of Marketing 

Big G Division 

Charles W. Gaillard 

Senior Vice President. General Manager 

Charles N. Colucci 

Vice President . Director of Marketing 

Kevin L. Jaros 

Vice President. Director oj Marketing 

Consumer Foods Sales Division 

Edward K. Bixby 

Senior Vice President, General Manager 

Patrick J. Smithwick 

Vice President. Director. Trade Policy and 

Customer Relations 

General Mills Canada, Inc. 

Stephen R. Demeritt 
President 

Information Systems Division 

Richard O. Dietz 

Vice President. General tManager 

Marketing Services Division 

David D. Murphy 

Vice President. General Manager 

Ivy M. Celender 

Vice President. Director. Nutrition Services 

Package Foods Operations Division 

Donald E. Ryks 

Vice President. General Manager 

Procurement Division 

Thomas J. Lee 

Vice President. General Manager 

Sperry Division 

James J. Feeney 

Vice President. General Manager 

Roger W. Rumble 

Vice President. Director of Marketing. Poodsert ice 
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industry continues to fall slowly, 
down 5 percent in 1987, as home 
baking declines. The bakery flour 
business, which represents about 70 
percent of milling volume, is enjoy¬ 
ing good growth as demand for 
prepared baked goods increases. 

In the family flour market, 

General Mills continues to achieve 
share growth. The Gold Medal flour 
brand finished the year with a 
market-leading 34 percent share on 
the strength of well-focused trade and 
consumer promotions. And the Robin 
Hood flour line, acquired last fall, 
contributed good incremental share 
and profit. 

The company’s bakery flour busi¬ 
ness had a record year, with volume 
reaching the highest level since 
General Mills closed half of its mills 
in 1966. Earnings also set an all-time 
high. Productivity efforts have 
successfully increased mill capacity, 
and continued growth of this busi¬ 
ness is expected in 1988. 

Equivalent retail sales for the food- 
service industry total nearly $200 
billion. General Mills’ foodservice 
operation achieved record earnings in 
1987 and generated good volume 
growth. The company maintained its 
leadership in the foodservice dessert 
and specialty mixes market, and 
further strengthened its market posi¬ 
tion in ready-to-eat cereals. 

Snack Foods 

Over the past two years. General 
Mills has significantly expanded its 
snack foods activity, adding new 
products to its leading fruit snacks 
line, building a strong position in the 
microwave popcorn market, and 
penetrating the frozen novelties 
market. 

General Mills continues to hold 
the dominant share in the $280 
million fruit snacks market. Numer¬ 
ous new product introductions 
during 1987 drove category sales up 
























26 percent. General Mills introduced 
Fruit Wrinkles fruit bits in July 1986, 
and the line contributed strong 
volume. This summer the line was 
expanded with the introduction of 
new' flavors. A second new' line, Fruit 
Swirl Bars, was launched in March 
and has enjoyed good initial accept¬ 
ance. New flavors have also been 
added to the popular Fruit Roll-Ups 
line. 

General Mills’ Pop Secret microwave 
popcorn is vying for leadership of its 
$285 million market less than tw’O 
years after its introduction. Market 
sales rose 46 percent in 1987, with all 
of the growth coming in the shelf- 
stable segment where Pop Secret 
competes. Salt-free, butter flavor Pop 
Secret was added to the line during 
the year, complementing the salted 
natural and butter varieties. 

The $1.5 billion frozen novelties 
market in 1987 w r as characterized by 
extremely high levels of new' product 
activity and promotional spending. 

In this very competitive market. 

The newest Hamburger Helper mix includes a 
disposable pan for microwave cooking. 



General Mills expanded distribution 
of established product lines and 
introduced several promising new 
products. 

Goldrush Bars , a line of chocolate- 
covered ice cream bars w'ith candy bar 
ingredients, completed national 
distribution. Goldrush Nuggets , bite- 
size ice cream snacks, were intro¬ 
duced nationwide this spring. Distri¬ 
bution of Yoplait Soft Frozen Yogurt 
was also expanded nationally during 
1987 with promising results. Other 
frozen snacks are being tested. 

As expected, the granola snack 
market’s volume declined sharply in 
1987. General Mills’ granola snacks 
volume was also lower, but the 
company managed this business to a 
return to profitability. The original 
Nature Valley Granola Bars line 
showed renewed strength. 

Seafood and Yogurt 

During 1987, Gorton’s became the 
pound share leader in the market for 
retail frozen seafood. Gorton’s estab¬ 
lished lines, lead by Crunchy fish 
sticks and fillets, achieved strong 12 
percent pound volume growth in an 
industry that grew 2 percent. Distri¬ 
bution of the Fishmarket Fresh line of 
uncoated, individually frozen fillets 
was expanded to 35 percent of the 
country with good results to date. 

And the new' Microwave Crunchy line 
of fish sticks and fillets, introduced 
this spring, generated outstanding 
sales volume. Continued strong 
growth in per capita seafood 
consumption makes Gorton’s pros¬ 
pects bright. 

Yoplait took actions in 1987 that 
renewed its vitality and momentum 


in the $1.1 billion refrigerated 
yogurt market. The company refor¬ 
mulated its Original Yoplait yogurt 
line w'ith a thicker texture. New 
Yoplait 150 , a line of nonfat fruit-on- 
the-bottom yogurt with just 150 
calories per serving, was introduced 
in lead markets last spring. The 
success of these efforts in the second 
half of 1987 led to renewed grow'th 
and solidified Yoplait’s strong 
number-tw'o position in the market. 

International Operations and 
Other Businesses 

General Mills’ European food opera¬ 
tions had an outstanding year, achiev¬ 
ing earnings nearly double last year’s. 
In France, Biscuiterie Nantaise 
posted good share gains in a competi¬ 
tive sandwich cookie market. Jump 
granola bars also gained ground 
despite strong competition. In 
Holland, Smiths’ repositioned Crispy 
Chips line has been very successful, 
making Smiths the number-one chip 
brand and sustaining its overall snack 

Suddenly Salad mixes make great-tasting, 
fresh pasta salads easy to prepare. 
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market leadership. In Belgium, 
Smiths new snack products contrib¬ 
uted to excellent overall volume 
growth, as the company’s market 
leadership position was solidified. 

PYCASA is the leader in Spain’s 
market for frozen, precooked entrees 
and side dishes. The company 
enjoyed continued growth across its 
major established product lines, and 
successfully launched Italian-style 
entrees and new pizza varieties. 

Canadian food operations had 
another good year. Cereal volume 
grew 14 percent to an all-time high, 
led by Cheertos , Honey Nut Cheerios, 
reformulated Pro*Stars, and the 
introductions of Fibre 1 and Cinnamon 
Toast Crunch . Super Moist layer cakes 
volume set a record, and the dinner 
mix business achieved volume gains 
on the strength of new flavor intro¬ 
ductions and successful merchandis¬ 
ing programs. Fruit Wrinkles entered 
distribution in 70 percent of the 
country in June and will strengthen 
the company’s position in the fruit 
snacks market. Lancia pasta main¬ 
tained its number-two share position 
in a very competitive market. 

Latin American operations 
achieved record results despite the 
negative impact of currency devalua¬ 
tion. Export operations generated ex¬ 
cellent earnings growth on continued 
strong increases in package food 
deliveries. 

New Yoplait 150 nonfat yogurt is low in 
calories, but has the same great taste as orig¬ 
inal Yoplait. 
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O-Cel-O, the leading producer of 
sponges, posted strong gains for both 
its sponge and scrubber lines with 
aggressive marketing programs and 
new foreign distribution. 

Pioneer Products, marketer of cake 
decorations and party accessories, 
achieved earnings growth and 
increased market share with expanded 
distribution. 

Outlook 

General Mills’ consumer foods busi¬ 
nesses are well-positioned for good 
growth in 1988 and beyond. Market 
share positions in major segments are 
strong, many at record levels. 
Aggressive new product and new 
business development efforts, sharply 
focused on promising opportunities. 



are generating strong volume gains. 
The addition of new capacity will 
help Big G pursue its objective of 
sustained share growth in the impor¬ 
tant ready-to-eat cereal market. 

Profit grow r th will continue to benefit 
from ongoing productivity efforts. 


ComronioiKO and International 
foods Group 

Steven M. Rothschild 
President 

Joseph R. Mucha 

Vice President, Human Resources 

Christina L. Steiner 

Vice President, Director of Neu 1 Business 

Kenneth L. Thome 
Vice President, Controller 

General Mills Europe 

Lionel E. M. Cosse 

Vice President, Managing Director. General Mills 
Europe: Chairman, Director General, Biscuiterie 
Nantaise—BN, S.A? (France) 

Caspar B. M. dejong 

Vice President, Managing Director. Smiths Food 
Group B.V. (Holland) 

Manuel Palacios 

Vice President, General Manager, PYCASA (Spain) 
Guy C. A. Scherrer 

Vice President, General Manager, Biscuiterie 
Nantaise - BN, S. A * (France) 

Armand Vos 

General Manager, Smiths Food Group S.A. 

(Belgium) 

Gorton Division 

Ross N. Clouston 
Chairman 


Writer and actor George Plimpton convinc¬ 
ingly endorses Pop Secret microwave popcorn. 



Stephen H. Warhover 
President 

Bruce O N Hyland 

General Manager. Blue Water Seafoods (Canada) 

James Ford Bell Technical Center 

Stephen J. Garthwaite 

Vice President, Research and Development 

Warren M. Schwecke 

Vice President, Director. Quality Control 

LAPEXO and Technology' Marketing 

Paul J. Curran 

Vice President, General Manager. Latin America. 
Asia, Pioneer Products. Export Operations, O-Cel-O 

Ray E. Brunswig 
President, Pioneer Products 

Francisco Gamez D. 

General Manager, Industria Hannera 
Guatemalteca, S.A* and Industria Del Matz, S.A* 
(Guatemala) 

Joseph W. Gheco 
President. O-Cel-O 

Donald Halman 

General Manager. General Mtlls De Panama. S.A* 
(Panama) 

Motoshige Kobayashi 
President. General Mills Asia 

Minnetonka Division 

Donald L. Knutzen 

Vice President, General Manager 

David P. Ingraham 

Vice President. Director of Marketing 

Vroman Foods 

Marshall K. Luther 
President 

Yoplait 

Stephen W. Sanger 
President 

*partially owned 
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RESTAURANTS 


General Mills Restaurants had an 
excellent year, led by outstanding 
results at Red Lobster USA and The 
Olive Garden. The $ 153 billion 
market for away-from-home eating 
continued to be very competitive. 

In 1987, updating of Red Lobster 
USA was accelerated with outstand¬ 
ing results, and international opera¬ 
tions in Canada and Japan were 
aggressively expanded. 

The Olive Garden 
restaurant 
chain 


was 

expanded 
from 14 to 52 
units, establishing it as 
America’s leading Italian dinner- 
house. In addition, General Mills 
Restaurants made organizational 
changes to further align key execu¬ 
tives with the strategic needs of each 
operation and to increase administra¬ 
tive efficiency. 

Restaurant sales increased 19 
percent to $1.25 billion. However, 
heavy start-up costs associated with 
the aggressive expansion of Red 
Lobster’s international operations 
and The Olive Garden held overall 
operating profits to $92.5 million, 
up 9 percent. 


Red Lobster 

Red Lobster USA achieved record 
annual sales and operating profits. 
Sales increased 12 percent to $977 
million. Annual unit sales averaged 
$2.47 million. Operating profits 
grew 21 percent on the strength of a 
3 percent increase in per unit guest 
counts and 6 percent growth in same 
store sales. With 392 units operating 















in 35 states at year-end. Red Lobster 
is the nations largest seafood dinner- 
house chain. 

Red Lobster’s strong performance 
reflected the growing benefits of 
concept updating. In fiscal 1987, the 
company remodeled the exteriors and 
interiors of 193 restaurants; the 
remaining 116 units will be 
completed by October. Red Lobsters 
menu continues to be updated with 
the addition of many value-oriented 
broiled items and fresh seafood 
selections. 

The company's marketing and 
operating strengths were also key 
factors. A series of promotions, 
including Lobsterfest and Seafood Trios. 
successfully increased customers’ 
desire to visit Red Lobster. Red 
Lobster’s worldwide seafood purchas¬ 
ing network helped the company 
maintain its outstanding menu vari¬ 
ety and value. 

During 1988, Red Lobster USA 
plans to open 20 new units, filling in 
existing markets and further expand¬ 
ing to West Coast markets. 

In Canada, Red Lobster opened 3 1 
new restaurants for a total of 40 units 

Red Lobster USA Sales Per Unit 

% Change Over Last Year 


■ Industry 

■ Red Lobster 



85 86 87 



The Olive Garden restaurants feature a casual r cafe-like dining environment. 


in the Toronto, Montreal, Ottawa 
and London markets. Advertising 
and promotions boosted customer 
traffic during the fourth quarter, sup¬ 
porting expectations of significantly 
improved performance in 1988. 

Red Lobster’s joint venture with 
Jusco, a leading Japanese retailer, 
looks promising. Ten new restaurants 
opened in Japan during the year, for a 
total of 19 in operation. Television 
advertising tested during 1987 
brought good results. Plans call for 
the addition of 12 new restaurants in 
the Tokyo market during 1988. 

The Olive Garden 

The Olive Garden is America’s largest 
Italian dinnerhouse chain measured 
by sales, units and per unit revenues. 
New restaurant openings during the 
year included the first units in the 
Houston, Los Angeles, Atlanta and 
St. Louis markets. 

The Olive Garden continues to 
exhibit financial dynamics similar to 
those of Red Lobster, with annual 
sales per unit averaging more than 
$2.5 million. Store level returns are 
excellent and units open more than 
one year continue to show good 
growth. The menu offers a wide vari¬ 


ety of Northern and Southern Italian 
dishes at good values, with guest 
dinner checks averaging about $9. 

Plans call for the addition of 40 
new restaurants in 1988, with expan¬ 
sion in both existing and new 
markets across the country. 

York's/Leeann Chin's 

York’s took additional steps to update 
its 113 self-service restaurants, test¬ 
ing several new menu and service 
options to appeal to a broader 
consumer base. Once a family steak 
concept, York’s now offers a wide 
variety of entrees, salads and sand¬ 
wiches. In 1988, updating efforts 
will continue, and advertising and 
promotions will position York's as the 


Customers are treated to Hospitaliano, 
The Olive Garden's special service. 
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Red Lobster has a new look, with bright, contemporary furnishings in its dining rooms. 


place to go for America’s favorite 
foods at excellent values. 

Leeann Chin’s, a test concept 
featuring premium-quality Chinese 
cuisine, expanded during 1987 from 
its Minneapolis base into the Chicago 
market. While the Minneapolis units 
continued to do well, early perform¬ 
ance in Chicago has not met expecta- 

Restaurant Expansion Plan 

Company-operated Uni ts 


■ Red Lobster North America 

■ The Olive Garden 

■ Other 
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Excludes Japanese Joint Venture Units 


tions. At year-end, there were four 
buffet-style restaurants and 12 
carryout units. 

Outlook 

The market for away-from-home 
eating accounts for 3 1 percent of 
consumers’ food purchases and 
continues to grow faster than the 
market for food eaten at home. 
General Mills Restaurants will 
continue its rapid expansion in 1988, 
concentrating on its leading concepts 
in the attractive seafood and Italian 
market segments. 

The company plans to open 70 
new restaurants, expanding on the 
base of 613 company-owned units 
and 19 Japanese joint venture units 
open at the end of 1987. Emphasis on 
purchasing and converting existing 
restaurant sites will continue. Results 
in 1988 are expected to benefit from 
continued vitality of Red Lobster 
USA and the addition of strong profit 
growth from Red Lobster Canada and 
The Olive Garden. 


General Mills Restaurants, Inc. 

Joe R. Lee 
President 

International Administration 

William E. Hattaway 
President - / nternational 

Francis J. Dever 

Executive Vice President International 

William P. Dover 
President, Red Lobster C a nada 

Kress T. Muenzmay 

Senior Vice President. Purchasing!Distribution 
Frank E. Ruble 

Senior Vice President. Human Resources 

Robert E. Waggoner 
Senior Vice President. Controller 

George T. Williams 

Senior Vice President. General Counsel 

Roger K. Thompson 

Vice President. Business Planning and Information 

Red Lobster USA 

Jeffrey J. O’Hara 
President 

Phillip L. Pritchard 

Executive Vice President Operations 

Michael Dimopoulos 
Vice President. Marketing 

Charles Tate 

Vice President. Advertising and Sales Promotions 

The Olive Garden 

Ronald N Magruder 
President 

Timothy J. Ryan 

Executive Vice President Marketing 

Jonathan C. Sleik 

Executive Vice President Operations 

Richard D. Halterman 
Senior Vice President. Development 

York's 

Charles Benton, III 
President 

Gary L. Rogalski 

Executive Vice President Operations 

Leeann Chins 

Leeann W Chin 
President 

Ronald K. Fuller 

Executti'e Vice President General Manager 

New Concept Development 

Blaine Sweatt, Ill 

Vice President. General Manager 
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General Mills has two outstanding 
concepts, Talbots and Eddie Bauer, 
that compete in the rapidly growing 
specialty retail segment of the $ 100- 
plus billion men’s and womens retail 
apparel market. 

Fiscal 1987 was the Specialty 
Retailing Group’s best year ever. 

Sales for continuing operations 
increased 28 percent to $490.3 
million. Operating profits more than 
doubled to $30.7 million. Talbots’ 
and Eddie Bauer’s results this year 
exceeded results for the four-company 
Specialty Retailing Group of 1986 
and the seven-company group of 
1985. 

During the year, Specialty Retail¬ 
ing took actions to substantially 
enhance its distribution and fulfill¬ 
ment capabilities. The group also 
established a management informa¬ 
tion systems center, which is provid¬ 
ing the companies with data 
processing and systems development 
support needed to manage future A 
growth. 


Talbots A 

Talbots achieved good sales 1 
and profit gains again in 
1987. Sales of nearly $300 mil 
lion were 33 percent above last 
years revenues. 

Talbots is the retail industry 
leader for quality, classic wo¬ 
men’s apparel and accessories. 
The company offers a focused^ 
merchandise assortment, 
updated to meet custom 
ers evolving tastes and^^ 
wardrobmg needs. 

Talbots lias ex- 
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be in full operation by the end of 
1988. Product development efforts 
have been strengthened behind the 
Talbots brand, which grew to account 
for 60 percent of total company sales 
in 1987. And a national image 
campaign will be launched in 
September, supporting Talbots as the 
“label of choice.” 

Eddie Bauer 

Eddie Bauer’s 1987 results exceeded 
General Mills’ performance targets for 
the first time since the specialty retail 
firm was acquired in 1971. Sales 
grew- by 20 percent to more than 
$ 190 million. 

These results reflect the sustained 
success of Eddie Bauer’s merchandis¬ 
ing strategy, which emphasizes a 
balanced assortment of men’s and 
women’s active and leisure sports¬ 
wear, accessories and gift-oriented 
hardware. Comparable store sales 
grew' 23 percent in 1987. Consumers 
continue to recognize Eddie Bauer for 
quality merchandise and value, 
backed by knowledgeable service and 
an unconditional guarantee of 
satisfaction. 

Eddie Bauer wall renew expansion 
of its retail store chain in 1988, with 
plans to add 15 to 20 new stores to 
the base of 39 units open at the end 
of 1987. A prototvpe for these new 
stores opened last October in Califor- 

Talbots Comparable Store Sales 

Index (1983 Sales = 100) 


no 


Talbots' retail stores offer a well-focused selection of high-quality merchandise and outstanding 
personal service , a combination that builds customer loyalty. 


The retail stores generate excep¬ 
tionally high sales, averaging nearly 
$600 per selling square foot. Compa¬ 
rable store sales have growm steadily, 
up 8 percent in 1987. And the “Red 
Line” telephones that connect store 
customers directly with Talbots’ cata¬ 
log sales department continue to 
enhance customer service. 

In 1988, Talbots plans to open 
another 25 new' stores including units 
in St. Louis, Nashville, Austin and 
seven other new' markets. 

The strong growth of Talbots’ cata¬ 
log business continued in 1987. The 
company issued eight major catalogs 
and 14 smaller, more focused books. 
Through effective management of its 
mailing list, Talbots increased catalog 
circulation and boosted sales, realiz¬ 
ing a 36 percent increase in its active 
buyers list. A national advertising 
campaign supporting Talbots’ catalog 
business has showm good results and 
w'ill be expanded in 1988. 

Talbots is taking steps to ensure 
the continued grow'th of both its 
businesses. A new' distribution and 
fulfillment center large enough to 
support the company’s rapid expan¬ 
sion is under construction and should 


accessories, shoes and casual sports¬ 
wear to provide customers with “one- 
stop” shopping convenience, and 
offers many items in petite sizes. 

In 1987, Talbots opened 25 new' 
retail stores, for a total of 109 units 
located in 24 states and Washington, 
D.C. Expansion extended the chain 
to eight new markets, including 
Dallas, Minneapolis and Southern 
California. Good results in new 
markets validate Talbots’ national 
potential. 


Talbots has expanded its assortments of 
casual wear ; shoes and accessories. 
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Specialty Retailing 

David R. Wacers 
President 

Edward L. Larsen 
Vice President , Controller 

Robert K. Ramsden 

Vice President, Management Information Systems 

Stuart M. Stolper 

Vice President, Human Resources 

Talbots 

Sally Frame-Kasaks 
President 

Eddie Bauer 

David R. Waters 
Acting President 


Specialty Retailing Expansion Plan 

Stores 


■ Talbots 

■ Eddie Bauer 
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nia and is doing well. The company 
has also begun testing a childrens 
apparel concept in several stores. This 
test will be expanded in 1988. 

Eddie Bauer’s catalog business also 
showed strong growth in 1987. Sales 


from the 10 catalogs issued during 
the year were up more than 20 
percent. An aggressive effort to 
increase catalog customers yielded a 
15 percent gain in first-time buyers 
and a 40 percent gain in repeat 
purchasers. Eddie Bauer’s recently 
opened catalog distribution facility in 
Columbus, Ohio, will dramatically 
increase capacity, speed order fulfill¬ 
ment and reduce costs. A new retail 
distribution center will be constructed 
in Columbus, as well, to support 
store expansion. 

Outlook 

Talbots and Eddie Bauer are strong 
concepts, serving well-defined 
customer niches. Both companies 
generate exceptionally high sales per 
square foot in their stores and occupy 
leading positions in the specialty 
catalog field. Specialty Retailing 


Eddie Bauer stores feature a broad assortment of mens and women's active and leisure 
sportswear ; along with luggage , accessories and gift items. 


Group sales are expected to grow 50 
percent over the next two years. The 
group further expects to increase its 
return on sales, supported by its 
increasingly productive distribution 
facilities and improved management 
information systems. 


Sales for Talbots' and Eddie Bauer's direct 
marketing operations continue to grow faster 
than catalog circulation. 


17 


































PEOPLE: QUALITY AND 
PRODUCTIVITY 

General Mills’ Statement of Corporate 
Values emphasizes the importance of 
people to the company’s performance 
and ultimate success. The statement 
indicates “we see ourselves both as a 
single General Mills team and as a 
series of small and changing teams.. . 
requiring individuals with strong 
mutual respect and trust.” 

Teams of Individuals 

Fiscal 1987 provided countless exam¬ 
ples of teams of individuals “posi¬ 
tively motivated for success.’’ This 
motivation resulted in a greater sense 
of teamwork and improved quality, as 
well as productivity gains that made 
the company stronger for the future. 
Some noteworthy examples follow. 


Employees of The Olive Garden 
opened 38 restaurants, including 
eight on May 25. In an extraordinary 
display of teamwork, market devel¬ 
opment teams identified sites, w'hile 
real estate staffers worked w ith 
brokers, realtors and others to 
complete agreements. As units got 
ready for opening, roll-out teams of 
trainers spent long weeks aw^ay from 
home teaching new personnel the fine 
points of Hospitaliano. 

Packaging engineers continued to 
strengthen service to divisions and 
subsidiaries, w'hile putting even more 
emphasis on the theme of total qual¬ 
ity. The packaging development team 
at the James Ford Bell Technical 
Center focused on innovation for 
consumer convenience, and made 


particularly important strides in the 
area of microwave packaging. 

Value-added Red Lobster 

Red Lobster intensified a long-stand¬ 
ing emphasis on people and people 
management. During the year, Red 
Lobster introduced “value-added 
service” and “value-added manage¬ 
ment” programs to strengthen team¬ 
work, improve service, and further 
sensitize managers to good personnel 
practices and their effect on produc¬ 
tivity. Similar programs were intro¬ 
duced in Red Lobster Canada, where 
staff accomplished the difficult feat of 
adding 31 stores during the year. 
Guests gave Canada’s top seafood 
chain exceptionally high marks for 
friendliness. 

In the Sperry Lhvision, an 
outgrowth of the company’s original 
flour business, milling realignments 


Shawn Trozzolo , 
hostess, 

The Olii>e Garden 


Bill Williams. 
mixer .; 

Package Foods 

Operations 

Division 


Ralph Kilby, 
account manager, 
frozenl refrigerated, 
Consumer Foods 
Sales Division 


Sarah Caruso, 
marketing assistant, 
Betty Crocker Division 


Alice Keohan, 
sales associate. 
Direct Marketing. 
Talbots 
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in family flour, new technology, and 
a renewed emphasis on teamwork and 
productivity resulted in an outstand¬ 
ing year. Sperry experienced a 10 
percent productivity increase in units 
per manhour in both flour and food 
service operations. 

Dedicated Retailers 

Talbots and Eddie Bauer achieved 
significant productivity gains 
through the efforts of dedicated 
people. While the company added 25 
stores, Talbots people increased direct 
marketing order fulfillment from 
9,000 units per day to 18,000. Eddie 
Bauer staff opened a new mail order 
distribution facility in Columbus, 
Ohio, which will improve efficiencies 
and reduce costs in fiscal 1988 by an 
estimated 20 percent. 


Duane McDonald , 
senior packaging engineer. 
James Ford Bell 
Technical Center 


Creative, enterprising employees 
devised successful promotions in 
support of Big G cereals in 1987. 

Both Big G Wheel of Fortune and 
Disney Sweepstakes resulted in a 
combined 20 percent sales increase 
for the featured brands. 

Quality Control staff took major 
steps to reinforce among employees at 
all levels a greater awareness that 
improved product quality means 
“doing it right the first time.” 
Specially devised seminars in the 
United States, Canada and Europe 
reached over 8,000 employees serving 
in key technical areas. 

For the newly named Consumer 
Foods Sales Division and its 1,300- 
member sales team, 1987 was a year 
of significant challenge and accom¬ 
plishment. Approximately 200 sales 
people were trained to service refrig¬ 
erated and freezer sections of the 


Scott Erickson , 
sales associate. 
Eddie Bauer 


Brigid O'Malley 
associate manager , 
Red Lobster 


supermarket, where the company’s 
presence is growing. 

Working Together 

Employees of the seven-plant Package 
Foods Operations Division adhered to 
their stated cost reduction objective, 
completing fiscal 1987 with a savings 
from greater efficiencies of approxi¬ 
mately $20 million. 

An emphasis on working together 
productively was reflected in a surge 
of promising new products. 

Hamburger Helper ; an established line, 
continued to be revitalized with new 
products, while employees in R&D, 
marketing, contract operations, 
purchasing, quality control, PFOD 
and elsewhere made the Betty Crocker 
Suddenly Salad line a new consumer 
hit and a case history in teamwork. 


Leo Trevino, 
production supervisor , 
Sperry Food Service 
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CORPORATE RESPONSIBILITY 

General Mills is committed to 
providing a challenging work envi¬ 
ronment that offers individuals excel¬ 
lent development opportunities. The 
company also encourages employee 
participation in community affairs. 

General Mills strives to attract, 
motivate and retain superior individ¬ 
uals. The company works to ensure 
that compensation plans are competi¬ 
tive, and that benefits provide qual¬ 
ity, economical coverage to meet 
the needs of current and retired 
employees. 

General Mills is dedicated to the 
principles of equal employment 
opportunity and has been throughout 
its history. Employment and advance¬ 
ment opportunities are open to all 
persons, solely on the basis of their 
experience, aptitude and abilities. 
Personnel policies and practices are 
not influenced or affected by an 
applicants or employees race, color, 
sex, age, religion, national origin, 
citizenship, handicap or status as a 
disabled or Vietnam-era veteran or 
any other legally prohibited factor. 

As of May 31, 1986, 19 percent of 
United States-based employees were 
members of minority groups and 52 
percent were women. 

General Mills’ commitment to 
equal opportunity employment is 
demonstrated by gains made over 
time by female and minority manag¬ 
ers and professionals. From 1976 
through 1986, the total number of 
company managers and professionals 
increased by 38 percent. In the same 
period, minority managers and 
professionals increased by 111 
percent, and female managers and 
professionals increased by 108 
percent. Females hold 32 percent of 


managerial and professional positions; 
minorities hold nearly 8 percent of 
such positions. 

General Mills’ efforts in the areas 
of equal employment and advance¬ 
ment have been recognized by 
outside organizations. During the 
past year, the company received three 
awards for its efforts to employ the 
handicapped, including recognition 
from the U.S. Department of Labor. 



Elder Homestead, Minneapolis, a prototype 
altemath>e to the nursing home, is one of 
Altcare s innovative undertakings. 

Helping the Elderly 

General Mills was honored at year- 
end for pioneering efforts on behalf of 
the nation’s chronically impaired 
elderly. Recognizing the many inno¬ 
vative programs of Altcare, the 
company’s not-for-profit joint venture 
with the Wilder Foundation of St. 
Paul, Minn., Harvard University’s 
Center for Business and Government 
named General Mills winner of the 
prestigious George S. Dively Award 
for Corporate Public Initiative. 

Entering its fifth year, Altcare was 
also honored by President Reagan as 
one of the winners in the President’s 
Citation Program for Private Sector 
Initiatives, the highest honor in the 
country for community outreach 
programs. The aw r ard, one of 30, was 
based on review of more than 1,000 
entries by a special committee. 


The company was also recognized in 
the recently published book, “Rating 
Americas Corporate Conscience,’’ for 
the number of women and minorities 
on its board and in management, 
as w'ell as for other measures of social 
responsibility. 

Citizenship 

General Mills people throughout the 
corporation are encouraged to take 
active roles in community and public 
affairs. In Minneapolis, the Commu¬ 
nity Action Team involved more than 
600 employees in volunteer service. 
And Retirement Plus now has more 
than 1,000 retirees participating in 
volunteer programs. 

The company continues to address 
areas of broad social concern. Partici¬ 
pation in the Second Harvest food- 
bank network has been a key effort 
for five years. In 1987, General Mills 
donated more than three million 
pounds of food, increasing its cumu¬ 
lative contribution to 12.5 million 
pounds. 

The General Mills Foundation in 
1987 made grants totaling $6.7 
million. Included was $626,500 
given to colleges, universities and 
secondary schools through the foun¬ 
dation’s employee gift-matching 
program. In addition, General Mills, 
Inc. and its subsidiaries made contri¬ 
butions of $1.3 million during the 
year. 

General Mills’ Corporate Citizen¬ 
ship Report contains a detailed 
discussion of community involvement 
and foundation grants. For a copy, 
write to: General Mills Public Affairs 
Department, P.O Box 1 1 13, Minne¬ 
apolis, MN 55440 
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MANAGEMENT DISCUSSION OF FINANCIAL 
CONDITION AND RESULTS OF OPERATIONS 

General Mills seeks to maintain a balance between good 
growth and high returns, with an overall objective of 
providing its shareholders with superior total return on 
their investment. The company’s financial goals require 
performance within the top quartile of major American 
corporations on such key measurements as return on 
equity and long-term growth in earnings per share, while 
maintaining a strong balance sheet. Dividends are 
expected to grow in line with long-term growth in earn¬ 
ings per share. The following discusses the company’s 
operating and financial performance and status. 

Results ot Operations 

Strong operating performance throughout fiscal 1987 
resulted in a 24 percent gain in earnings per share to 
$2.50, compared to $2.01 earned by continuing opera¬ 
tions a year earlier. Earnings after tax increased 24 percent 
to $222.0 million. Sales grew by 15 percent to $5.19 
billion, primarily due to strong unit volume gains and 
the addition of new restaurants and specialty retailing 
stores. 

Results for continuing operations are reported in the 
Letter to Shareholders and Employees under the heading 
“Operating Highlights’’ on pages 2 and 3; that section is 
incorporated by reference herein. A summary of operating 
results for the three business segments, including oper¬ 
ating profits before and after redeployments, is found in 
Note Seventeen to the Consolidated Financial Statements 
on page 34. 

Consumer Foods’ operating profits increased 30 percent 
in 1987 to $369.5 million as a result of strong unit 
volume growth, productivity gains, and greater profits 
from domestic and European snack food operations. Oper¬ 
ating profits increased 16 percent in 1986 as the result of 
increased sales volume and improved margins. Operating 
profits in 1985 were down 33 percent from 1984, when 
the gain on the sale of Tom’s Foods was realized. 

Excluding the effects of redeployment items from both 
years, 1985 operating profits were down only 4 percent 
from 1984. That decline reflected heavy marketing 
expenditures for new and established products in 1985. 

Restaurant operating profits were $92.5 million in 
1987, an increase of 9 percent over 1986. The increase, 
due primarily to gains in comparable store sales and 
customer traffic for Red Lobster USA, was partially 


reduced by start-up costs associated with newer concepts. 
Operating profits increased by 85 percent in 1986 as 
compared to 1985. Excluding the effects of redeployment 
items from both years, as well as the $5.5 million of 
operating profits contributed in 1985 by three divested 
operations, 1986 operating profits grew 1 percent over 
1985. Increased sales per unit and profits at Red Lobster 
USA were largely offset by higher development and new 
store opening expenses. Operating profits increased by 43 
percent in 1985 (3 1 percent excluding the effects of rede¬ 
ployment items), due to restoration of strong operating 
trends at Red Lobster USA and improved performance by 
the other restaurant companies. 

Specialty Retailing operating profits increased 165 
percent to $30.7 million in 1987. The increase was due 
to continuing strong performance by both Eddie Bauer 
and Talbots. Operating profits in 1986 were $11.6 
million ($16.5 million before redeployments) compared 
to an operating loss in 1985 of $40.7 million ($13.0 
million loss before redeployments). The sharp improve¬ 
ment in 1986 resulted from continued strong perform¬ 
ance by Talbots and a profit recovery at Eddie Bauer. In 


Earnings Per Share Dividends Per Share 

Performance Performance 

Dollars Dollars 


■ 1982 Actual 

■ 1987 Goal (Five-year Growth at 
6% Over CPI) 

■ 1987 Actual 



(a) Continuing Operations 


General Mills' earnings per share growth for the past five years has 
compounded at the rate of 13 percent . substantially exceeding the 
company's goal of growth over a five-year period averaging 6 percentage 
points above inflation. Dividends per share growth nearly equaled the 
earnings per share goaf and should surpass it in 1988 with the new 
annual dividend rate of $1.60. 
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1985, Talbots was profitable; however, other operations 
reported losses. 

Interest expense in 1987 was S46.5 million, down 
$ 1 1.4 million from 1986. This was due primarily to a 
reduction in tax benefit lease interest resulting from the 
impact of the Tax Reform Act of 1986 (the Act). Interest 
income decreased by $7.6 million to $13.6 million, due 
to both lower levels of interest-bearing investments and 
reduced rates. The 1986 interest expense of $57.9 million 
was $.5 million less than in 1985. Interest income in 

1986 of $2 1.2 million was $7.6 million higher than 
1985 due to increased short-term investments and higher 
income from long-term investments in U.S. Treasury 
securities. Interest expense in 1985 was nearly double the 
1984 amount due to increased debt levels resulting from 
increased use of cash by discontinued operations and 
higher working capital levels of continuing businesses. 

The effective income tax rate was 48.8 percent, 43.4 
percent and 40.9 percent in fiscal 1987, 1986 and 1985, 
respectively. The increased rate for 1987 was due 
primarily to lower investment tax credits under the Act. 
The lower rate in 1985 was due primarily to investment 
tax credits having a greater impact because of lower pre¬ 
tax earnings. 

Besides eliminating the investment tax credit, effective 
January 1, 1986, the Act also reduced the corporate 
income tax rate from 46 percent to 34 percent, effective 
July 1, 1987. The company’s effective income tax rate is 
expected to decline approximately 8 percentage points for 
fiscal 1988, resulting in reduced tax expense and current 
tax liabilities. The reduction in the corporate income tax 
rate will also result in the future payment of deferred 
taxes in amounts lower than reflected on our May 31, 

1987 balance sheet (the balance sheet amount of $65.7 
million is based on a 46 percent U.S. income tax rate and 
has not been adjusted for the reduced tax rate). Elimina¬ 
tion of the investment tax credit will have no material 
impact on our capital expenditure plans. 

Fiscal 1985 results were significantly affected by the 
company’s restructuring program. Notes Two and Three 
to the Consolidated Financial Statements provide details 
related to redeployments and discontinued operations. 
After-tax charges of $ 186.6 million for discontinued 


operations and $41.8 million for redeployments in 
continuing businesses resulted in a net loss of $72.9 
million in 1985. 

Strong operating performance during the past two 
years, as well as lower average equity in 1987 due to the 
spin-offs of the Toy and Fashion operations, resulted in a 
return on average equity of 31.4 percent in 1987, 
compared to 21.5 percent in 1986. These returns meet 
the company’s goal of ranking well within the top quartile 
of major American corporations. 

It is the view of company management that inflation 
has not had a significant impact on net sales or earnings 
from continuing operations over the most recent three 
fiscal years. Management attempts to minimize the effects 
of inflation through appropriate planning and operating 
philosophy and practices. 

Effective with the beginning of fiscal 1988 (June l, 
1987), the company is adopting Statement of Financial 
Accounting Standards No. 87, “Employers’ Accounting 
for Pensions.’’ It is anticipated that this change in 
accounting principle will result in an earnings per share 
benefit of approximately 20 cents. This benefit may be 
substantially offset by further debt restructuring costs, 
development expenses for a new cereal plant, and other 
actions to enhance long-term profitability. 

Financial Condition 

General Mills' balance sheet and overall financial condi¬ 
tion remain strong. The company is committed to 
managing its businesses and leverage so as to maintain at 
least an ’A’’ bond rating and allow access to both short- 
and long-term financing at reasonable costs. Currently, 
General Mills’ publicly issued long-term debt carries “A2“ 
(Moody’s Investors Services, Inc.) and A-F ’’ (Standard & 
Poor’s Corporation) ratings. Our commercial paper carries 
the top ratings of “P-1” (Moody’s) and ' A-l + “ (Standard 
& Poor’s). Management believes these debt ratings can be 
maintained with a conservative debt-to-total-capital ratio 
of as much as 50 percent. 

Year-end adjusted debt was 49.3 percent of total 
capital in 1987, up slightly from 47.6 percent in 1986. 
These debt-to-capital percentages are based on man¬ 
agement’s definition of capital structure and borrowing 
capacity. The accompanying table reflects the composi¬ 
tion of capital for 1987 and 1986. Total debt includes 
year-end balances of notes payable, long-term debt 
(including the current portion) and deferred income 
taxes—tax leases (essentially financing resulting from the 
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company’s tax lease transactions). Debt adjustments 
include the debt equivalent related to our operating 
leases, and reductions for domestic short-term invest¬ 
ments and long-term liquid investments, both considered 
essentially debt offsets. 

Debt to Total Capital Ratio 1987 1986 


(Dollars in Millions 
as of Fiscal Year-End) 


Notes payable 

S 2.2 

$ 4.7 

Current portion of long-term debt 

94.4 

10.5 

Long-term debt 

285.5 

458.3 

Deferred income raxes—tax leases 

216.9 

78.1 

Total debt 

599.0 

551.6 

Debt adjustments: 



Leases — debt equivalent 

269.4 

234.4 

Domestic short-term investments 

(109.7) 

(100.1) 

Long-term liquid investments 

(47.4) 

(65.5) 

Adjusted debt 

711.3 

620.4 

Stockholders’ equity 

730.4 

682.5 

Total capital 

$1,441.7 

$1,302.9 

Debt as a percent of total capital 

49.3% 

47.6% 


Using the definition of capital presented above, the 
company’s return on average total capital was 17.8 
percent and 11.5 percent in 1987 and 1986, respectively. 
The increase in 1987 was due to improved earnings, as 
well as a significant reduction in total capital, primarily 
resulting from the spin-offs of the Toy and Fashion opera¬ 
tions. The company's ratio of earnings to fixed charges 
(the measurement of the ability to pay interest and the 
interest factor in lease expense) improved to 7.7 in 1987 
as compared to 5.2 in 1986. 

The amount of deferred income taxes—tax leases is 
expected to increase to approximately $230 million by 
the end of fiscal 1988, and then will fall gradually 
through fiscal 2026. Overall, the company expects to 
maintain approximately the same debt ratio through fiscal 
1988 as at the end of fiscal 1987. 

Commercial paper has historically been the primary 
source of short-term financing. At the end of both 1987 
and 1986 there was no outstanding commercial paper; 
however, bank credit lines are maintained to ensure avail¬ 
ability of short-term funds on an as-needed basis. 


At the end of 1987, up to $200 million of unsecured 
debt was still available for issuance under shelf registra¬ 
tion statements filed with the Securities and Exchange 
Commission in June 1984 and July 1982. Subsequent to 
year-end, the company issued from the shelf 100 
million Australian dollar notes (approximately $70 
million), due July 27, 1990, at 14.0 percent per annum, 
and entered into an agreement to convert the Australian 
dollar principal and interest obligations on this debt into 
U.S. dollars and the fixed interest rate into a variable 
interest rate. The initial six-month variable rate has been 
set at 6.64 percent. The proceeds will initially be used by 
the company to purchase investment-grade securities of 
similar maturities. 

Sources and uses of cash in the past three fiscal years are 
shown in the table below. 


Cash Sources (Uses) 

1987 

1986 

1985 

From operations 

$ 414.2 

(In Millions) 

$ 351.3 

$ 64.3 

Fixed assets and other 
investments-net 

(312.2) 

(237.2) 

(200.5) 

From dispositions of businesses 

94.7 

385.2 

11.6 

Dividends paid 

(110.8) 

(100.9) 

(100.4) 

Increase (decrease) in 
outstanding debt-net 

U29.1) 

(421.4) 

224.1 

(Increase) decrease in 

U.S. Treasury securities 

38.5 

11.2 

(65.5) 

From tax lease investments-net 

54.4 

113.3 

111.0 

Treasury stock purchases 

(80.7) 

— 

(53.8) 

Common stock issued 

20.4 

22.0 

10.0 

Increase (decrease) in cash 
and short-term investments 

$ (10.6) 

$ 123.5 

$ 0.8 

In 1987, operations generated $62.9 million 

more cash 


than the previous year. Net cash used for fixed assets and 
other investments increased $75.0 million from the 
prior year. 

Total debt (excluding deferred income taxes-tax leases) 
decreased for the second consecutive year after an increase 
in 1985. Approximately $95 million and $385 million in 
cash was provided from dispositions in 1987 and 1986, 
respectively. Most of this came from discontinued opera¬ 
tions, including the spin-offs of the Toy and Fashion busi¬ 
nesses, as well as approximately $100 million from rede¬ 
ployments in 1986. The 1985 debt increase related to 
increased use of cash by operations. 

Fiscal 1988 capital expenditures are estimated to be ap¬ 
proximately $375 million. It is anticipated that these ex¬ 
penditures will be financed primarily from internally gen¬ 
erated cash. 
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REPORT OF MANAGEMENT RESPONSIBILITIES 

The management of General Mills, Inc. includes corpo¬ 
rate executives, operating managers, controllers and other 
personnel working full time on company business. These 
people are responsible for the fairness and accuracy of our 
financial statements. The statements have been prepared 
in accordance with generally accepted accounting 
principles, using management’s best estimates and judg¬ 
ments where appropriate. The financial information 
throughout this report is consistent with our financial 
statements. 

Management has established a system of internal 
controls which we believe provides reasonable assurance 
that, in all material respects, assets are maintained and 
accounted for in accordance with management’s authoriza¬ 
tions, and transactions are recorded accurately on our 
books. 

Our internal audit program is designed for periodic 
evaluation of the adequacy and effectiveness of the 
internal controls. Audits evaluate adherence to established 
policies and procedures. Our formally stated and com¬ 
municated policies demand high ethical behavior from 
employees. 

The Audit Committee of the Board of Directors is 
composed solely of outside directors. The Committee 
meets periodically with management, internal auditors 
and independent public accountants to review the work of 
each and to satisfy itself that the respective parties are 
properly discharging their responsibilities. Independent 
public accountants, internal auditors and the Controller 
have full and free access to the Audit Committee at any 
time. 

Feat Marwick Main & Co., independent certified 
public accountants, are retained to examine the consoli¬ 
dated financial statements. Their opinion follows. 

A). 

H. B. Atwater, Jr. 

Chairman of the Board and Chief Executive Officer 

F. C. Blodgett 

Vice Chairman of the Board, Chief Financial and 
Administrative Officer 


INDEPENDENT AUDITORS' REPORT 

The Stockholders and the Board of Directors of 
General Mills, Inc.: 

We have examined the consolidated balance sheets of 
General Mills, Inc. and subsidiaries as of May 31, 1987 
and May 25, 1986 and the related consolidated state¬ 
ments of earnings, retained earnings and changes in finan¬ 
cial position for each of the fiscal years in the three-year 
period ended May 31, 1987. Our examinations w'ere 
made in accordance with generally accepted auditing 
standards and, accordingly, included such tests of the 
accounting records and such other auditing procedures as 
we considered necessary in the circumstances. 

In our opinion, the aforementioned consolidated finan¬ 
cial statements present fairly the financial position of 
General Mills, Inc. and subsidiaries at May 31, 1987 and 
May 25, 1986 and the results of their operations and the 
changes in their financial position for each of the fiscal 
years in the three-year period ended May 31, 1987, in 
conformity w r ith generally accepted accounting principles 
applied on a consistent basis. 

Aj /riot* r d. 

Minneapolis, Minnesota 
July 16, 1987 


M. H. Willes 
President 
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CONSOLIDATED STATEMENTS OF EARNINGS 

General Mills, Inc. and Subsidiaries 


May 31, 1987 

Fiscal Year Ended 

May 25, 1986 

May 26, 1985 


(Amounts in 

Millions, Except Per Share Data) 

Continuing Operations: 

Sales 

$5,189.3 

$4,495.9 

$4,206.2 

Costs and Expenses: 

Cost of sales, exclusive of items below 

2,834.0 

2,497.1 

2,418.7 

Selling, general and administrative expenses 

1,756.4 

1,531.4 

1,370.1 

Depreciation and amortization expenses 

131.7 

111.4 

lOO'.O 

Interest expense, net 

32.9 

36.7 

44.8 

Loss from redeployments 

1.1 

2.6 

71.1 

Total Costs and Expenses 

4,756.1 

4,179-2 

4,013.7 

Earnings from Continuing Operations before Taxes 

433.2 

316.7 

192.5 

Income Taxes 

211.2 

137.5 

78.8 

Earnings from Continuing Operations 

222.0 

179.2 

113.7 

Earnings per Share - Continuing Operations 

$ 2.50 

$ 2.01 

$ 1.27 

Discontinued Operations after Taxes 

— 

4.3 

(186.6) 

Net Earnings (Loss) 

$ <222.0> 

$ : 183-5 ^ 

$ (72.9) 

Net Earnings (Loss) per Share 

$ 2.50 

$ 2.06 

$ (.81) 

Average Number of Common Shares 

88.7 

89.2 

89.5 

CONSOLIDATED STATEMENTS OF RETAINED EARNINGS 


May 31, 1987 

Fiscal Year Ended 

May 25, 1986 

May 26, 1985 


(Amounts in 

Millions, Except Per Share Data) 

Retained Earnings at Beginning of Year 

$ 812.9 

$1,201.7 

$ 1,375.0 

Net Earnings (Loss) 

222.0 

183.5 

(72.9) 

Deduct dividends of $1.25 per share in 1987, $1.13 per share 

in 1986 and $ 1.12 per share in 1985 

(110.8) 

(100.9) 

(100.4) 

Distribution of equity to stockholders from spin-offs of Toy and 

Fashion operations 

— 

(471.4) 

— 

Retained Earnings at End of Year 

$ 924.1 

$ 812.9 

$ 1,201.7 

See accompanying notes to consolidated financial statements. 
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CONSOLIDATED BALANCE SHEETS 


General Mills, Inc. and Subsidiaries 


Assets 

Current Assets: 

Cash 

Short-term investments 

Receivables, less allowance for doubtful accounts of $5.9 in 1987 and $6.3 in 1986 
Inventories 

Prepaid expenses and other current assets 
Total Current Assets 

Land, Buildings and Equipment, at cost: 

Land 

Buildings 

Equipment 

Construction in progress 

Total Land, Buildings and Equipment 
Less accumulated depreciation 

Net Land, Buildings and Equipment 
Other Assets: 

Intangible assets, principally goodwill 
Investments and miscellaneous assets 

Total Other Assets 
Total Assets 

Liabilities and Stockholders' Equity 

Current Liabilities: 

Accounts payable 

Current portion of long-term debt 

Notes payable 

Accrued taxes 

Accrued payroll 

Other current liabilities 

Total Current Liabilities 
Long-Term Debt 
Deferred Income Taxes 
Deferred Income Taxes-Tax Leases 
Other Liabilities and Deferred Credits 

Total Liabilities 

Stockholders’ Equity: 

Common stock 
Retained earnings 

Less common stock in treasury, at cost 
Cumulative foreign currency adjustment 

Total Stockholders’ Equity 
Total Liabilities and Stockholders’ Equity 

See accompanying notes to consolidated financial statements. 


May 31, 1987 

May 25, 1986 

(In Millions) 

C/> 

pc 

$ 56.4 

131.0 

133.9 

236.7 

220.0 

388.6 

350.9 

60.9 

50.7 

865.9 

811.9 

115.8 

100.9 

652.4 

583.2 

1,028.2 

894.7 

1 12.7 

132.2 

1,939.1 

1,711.0 

(689.6) 

(626.1) 

1,219.5 

1,084.9 

56.4 

53.4 

108.6 

136.0 

165.0 

189.4 

$2,280.4 

$2,086.2 

S 434.0 

$ 382.4 

94.4 

10.5 

2.2 

4.7 

116.4 

97.5 

105.1 

100.6 

P0.9 

176.9 

923.0 

772.6 

285.5 

458.3 

65.7 

49.7 

216.9 

78.1 

58.9 

45.0 

1,550.0 

1,403.7 

220.9 

215.9 

924.1 

812.9 

(379.4) 

(314.1) 

(35.2) 

(32.2) 

730.4 

682.5 

$2,280.4 

$2,086.2 
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CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION 


General Mills, Inc. and Subsidiaries 


Fiscal Year Ended 



May 31, 1987 

May 25, 1986 

(In Millions) 

May 26, 1985 

Funds Provided (Used) by Operations: 

Earnings from continuing operations 

$222.0 

$179.2 

$113.7 

Depreciation and amortization 

131.7 

111.4 

109.0 

Deferred income taxes 

11.7 

27.2 

(19.5) 

Loss from redeployments, net 

— 

0.4 

41.8 

Other 

23.1 

9.8 

(9.0) 

Funds provided by continuing operations before redeployments 

388.5 

328.0 

236:0 

(Increase) decrease in working capital used by continuing operations 

54.4 

134.7 

(82.8) 

Cash provided by continuing operations 

442.9 

462.7 

153.2 

Cash used by discontinued operations 

(28.7) 

(111.4) 

(88.9) 

Cash Provided by Operations 

414.2 

351-3 

64.3 

Funds Provided (Used) by Investments: 

Purchase of land, buildings and equipment 

(329.1) 

(244.9) 

(209.7) 

Purchase price of businesses acquired, net of cash received 

(7.5) 

— 

(10.2) 

Cash provided by disposal of land, buildings and equipment 

17.7 

19.0 

22.3 

Proceeds from dispositions 

94.7 

385.2 

11.6 

Other, net 

6.7 

(11.3) 

(2.9) 

Cash Provided (Used) by Investments 

(217.5) 

148.0 

(188.9) 

Funds Used for Dividends 

(110.8) 

(100.9) 

(100.4) 

Funds Provided (Used) by Financing: 

Increase (decrease) in notes payable 

(3.5) 

(376.0) 

129.6 

Issuance of long-term debt and debt warrants 

50.9 

99.1 

197.7 

Reduction of long-term debt 

(176.5) 

(144.5) 

(103-2) 

(Increase) decrease in U.S. Treasury securities 

38.5 

11.2 

(65.5) 

Cash flows from tax leases 

54.4 

113.3 

111.0 

Purchase of stock for treasury 

(80.7) 

— 

(53.8) 

Common stock issued 

20.4 

22.0 

10.0 

Cash Provided (Used) by Financing 

(96.5) 

(274.9) 

225.8 

Increase (Decrease) in Cash and Short-Term Investments 

$(10.6) 

$123.5 

$ 0.8 

(Increase) Decrease in Working Capital Used by Continuing Operations: 

Receivables 

$(17.8) 

$ 77.6 

$ (8.0) 

Inventories 

(69.5) 

39.5 

(55.4) 

Prepaid expenses and other current assets 

(7.9) 

32.2 

10.2 

Accrued taxes 

96.6 

3.2 

(98.7) 

Accounts payable and other current liabilities 

53.0 

(17.8) 

69.1 

(Increase) Decrease in Working Capital Used by Continuing Operations 

$ 54.4 

$134.7 

$(82.8) 


See accompanying notes to consolidated financial statements. 
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NOTES TO CONSOLIDATED FINANCIAL 
STATEMENTS 

General Mills, Inc. and Subsidiaries 

Note One: Summary off Significant Accounting 
Policies 

A . Principles of Consolidation 

The consolidated financial statements include the 
following domestic and foreign operations: parent 
company and 100% and majority-owned subsidiaries 
other than General Mills Finance, Inc.; and General Mills’ 
investment in and share of net earnings or losses of 
20-50% owned companies. General Mills Finance, Inc. is 
accounted for by the equity method because of the 
different nature of its operations. 

Our fiscal year ends on the last Sunday of May. Fiscal 
year 1987 consisted of 53 weeks, and fiscal years 1986 
and 1985 each consisted of 52 weeks. The fiscal years of 
foreign operations generally end in April. 

Certain 1986 and 1985 amounts have been reclassified 
to conform to the 1987 presentation. 

B. Land, Buildings . Equipment and Depredation 
Buildings and equipment are depreciated over estimated 
useful lives ranging from 3-50 years, primarily using the 
straight-line method. Accelerated depreciation methods 
are generally used for income tax purposes. 

When an item is sold or retired, the accounts are 
relieved of cost and the related accumulated depreciation; 
the resulting gains and losses, if any, are recognized. 

C. Inventories 

Inventories are valued at the lower of cost or market. 
Certain domestic inventories are valued using the LIFO 
method, while other inventories are generally valued 
using the FIFO method. 

D. Amortization of Intangibles 

Goodwill represents the difference between purchase 
prices of acquired companies and the related fair values of 
net assets acquired and accounted for by the purchase 
method of accounting. Any goodwill acquired after 
October 1970 is amortized on a straight-line basis over 
40 years or less. 

The costs of patents, copyrights and other intangible 
assets are amortized evenly over their estimated useful 
lives. Most of these costs were incurred through purchases 
of businesses. 


The Audit Committee of the Board of Directors 
annually reviews goodwill and other intangibles. At its 
meeting on April 27, 1987, the Board of Directors 
affirmed that the remaining amounts of these assets have 
continuing value. 

E . Research and Dex>elopment 

All expenditures for research and development are 
charged against earnings in the year incurred. The charges 
for fiscal 1987, 1986 and 1985 were $38.3 million, 

$41.7 million and $38.7 million, respectively. 

F. Income Taxes 

Income taxes include deferred income taxes that result 
from timing differences between earnings for financial 
reporting and tax purposes. Investment tax credits are 
reflected as reductions of income taxes in the year eligible 
assets are placed in service. 

G. Earnings (Loss) Per Share 

Earnings (loss) per share has been determined by dividing 
net earnings (loss) by the weighted average number of 
common shares outstanding during the year. Common 
share equivalents were not material. 

H. Foreign Currency Translation 

For most foreign operations, local currencies are consid¬ 
ered the functional currency. Assets and liabilities are 
translated using the exchange rates in effect at the balance 
sheet date. Results of operations are translated using the 
average exchange rates prevailing throughout the period. 
Translation effects are accumulated as part of the foreign 
currency adjustment in stockholders’ equity. 

Gains and losses from foreign currency transactions are 
generally included in net earnings for the period. 

Note IWo: Redeployments 

During fiscal 1987 and 1986, minor redeployment 
charges were made as well as adjustments to previously 
established redeployment items. There was no after-tax 
effect on fiscal 1987 net earnings; however, there was an 
after-tax charge to net earnings of $0.4 million in fiscal 
1986 . 

Fiscal 1985 results included an after-tax charge of 
$4 1.8 million ($.47 per share), resulting from decisions 
to dispose of We Are Sportswear (a Specialty Retailing 
operation) and Casa Gallardo, Darryl’s and The Good 
Earth restaurant chains; other restructuring costs; and 
adjustments to previously established redeployment 
items. 
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Operations involved in the fiscal 1985 redeployments 
represented approximately 4.3% of fiscal 1984 sales and 
approximately . 1% of fiscal 1984 operating profits. 

Note Three: Discontinued Operations 

In fiscal 1987, we sold The Furniture Group America, 
Inc., consisting of our Pennsylvania House and Kittinger 
furniture operations. The discontinuance of this line of 
business, including the gain on the transaction and oper¬ 
ating losses, resulted in a net gain of $12.3 million 
($. 14 per share). Sales of the furniture operations were 
approximately $19 million for the first quarter of 1987. 

In fiscal 1986, the furniture businesses accounted for 
approximately 2% of our total sales and net income. 

Also during fiscal 1987, we recorded additional 
after-tax charges related to our previously discontinued 
businesses of $12.3 million ($. 14 per share). These 
adjustments were primarily due to additional estimated 
tax costs, as well as the estimated effects of the Tax 
Reform Act of 1986 and other minor adjustments to 
established reserves. No adjustments to these reserves 
were recorded in fiscal 1986. 

In fiscal 1985, the Board of Directors authorized the 
disposition of the Toy and Fashion segments of our busi¬ 
ness and the non-apparel retailing businesses within our 
Specialty Retailing segment. The discontinued operations 
after-tax loss of $ 186.6 million ($2.08 per share) includes 
both operating results and the estimated reserve for loss 
upon disposal of those activities. During fiscal 1986, we 
spun off the major portions of our Toy and Fashion busi¬ 
nesses through a distribution of shares to our stockholders 
of two separate freestanding companies. The spin-off 
distributions reduced “Stockholders’ Equity” by a net 
$444.2 million (composed of decreases in retained earn¬ 
ings of $471.4 million and in the cumulative foreign 
currency adjustment of $27.2 million). We also 
completed the disposition of the non-apparel retailing 
businesses within our Specialty Retailing segment. 

The Consolidated Statements of Earnings have been 
restated to show continuing operations for the periods 
presented with discontinued operations shown sepa¬ 
rately. The Notes to Consolidated Financial Statements 
relate to continuing operations only. 


Note Four: Unusual Items 

During fiscal 1987, unusual items, not described in other 
footnotes, included insurance settlements, a land condem¬ 
nation and the sale of a grain terminal elevator resulting 
in an increase in net earnings of $8.6 million ($. 10 per 
share). 

Note Five: Foreign Currency Translation 

The following is an analysis of the changes in the cumula¬ 
tive foreign currency adjustment equity account: 


Fiscal Year 



1987 

1986 


(In Millions) 

Balance, beginning of year 

Adjustments during the year, including applicable 

$32.2 

$58.2 

income taxes of $5.1 in 1987 and $10.3 in 1986 
Amount charged to discontinued operations 
as a result of the divestiture of certain 

3.0 

2.7 

foreign operations 

Amount distributed from spin-offs of Toy and 

— 

(1.5) 

Fashion operations 

— 

(27.2) 

Balance, end of year 

$35.2 

$32.2 


Note Six: Inventories 

The components of year-end inventories are as follows: 


Raw materials, work in process and 

May 31, 1987 

(In 

May 25, 1986 

Millions) 

supplies 

$156.4 

$141.8 

Finished goods 

259.0 

230.2 

Grain 

24.7 

24.7 

Reserve for LIFO valuation method 

(51.5) 

(45.8) 

Total inventories 

$388.6 

$350.9 


At May 31, 1987, and May 25, 1986, respectively, 
$151.5 million and $134.3 million were valued at LIFO. 
If the FIFO method of inventory accounting had been 
used in place of LIFO, reported earnings per share would 
have been higher by $.03 in fiscal 1987 and lower by 
$.01 in fiscal 1986, while the reported loss per share 
would have been greater by $.03 in fiscal 1985. 

Note Seven: Short-Term Borrowings 

Notes payable to banks as of May 31, 1987, and May 25, 
1986, were $2.2 million and $4.7 million, respectively. 

To ensure availability of funds, we maintain bank 
credit lines sufficient to cover our outstanding commer¬ 
cial paper. As of May 31, 1987, we had $65.0 million of 
such domestic lines available. These lines are on a fee-paid 
basis. As of May 31, 1987, foreign subsidiaries had $18.6 
million of unused credit lines. The amount and cost of 
the credit lines are generally renegotiated each year. 
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Note Eight: Long-Term Debt 

May 31,1987 May 25, 1986 
(In Millions) 

Zero coupon notes, yield 11.14%, 


$580.2 due August 15. 2013 

$ 34.6 

$ 49.4 

9 3/8% sinking fund debentures, due 
March 1, 2009 

113.3 

113.3 

Zero coupon notes, yield 11.73%, 

$97.1 due August 15,2004 

13.8 

22.4 

12% Series A notes due 

December 19, 1991 

2.0 

35.8 

12% Senes B notes due 

December 19, 1991 

69.6 

74.3 

Zero coupon notes, yield 14 5/8%, 

$49.2 due June 30, 1991 

27.7 

50.0 

Zero coupon notes, yield 13.3% , $100 
due January 4, 1988 

92.7 

81.3 

Other, no individual item greater 
than $2.2 

26.2 

42.3 

Less amounts due within one year 

379.9 

(94.4) 

468.8 

(10.5) 

Total long-term debt 

$285.5 

$458.3 


In fiscal 1987, we purchased $53.3 million face 
amount of the zero coupon notes, 14 5/8% yield, which 
decreased net earnings by $4.4 million ($.05 per share). 

In fiscal 1987 and 1986, certain debt warrants that 
expire on December 19, 1989, were exercised, resulting 
in the issuance of $25.2 million and $74.3 million prin¬ 
cipal amount of the 12% Series B notes, respectively. We 
called $33.8 million and $64.2 million of the 12% Series 
A notes, respectively. In fiscal 1987, we purchased $29.9 
million principal amount of 12% Series B notes which 
decreased net earnings by $2.5 million ($.03 per share). 

In fiscal 1987 and 1986, we purchased $343.9 million 
and $75.9 million face amount of the zero coupon notes, 

11.14% yield, and $79.5 million and $73.4 million face 
amount of the zero coupon notes, 11.73% yield, respec¬ 
tively. These transactions decreased fiscal 1987 and 1986 
net earnings by $9.9 million ($. 11 per share) and $2.9 
million ($.03 per share), respectively. In related transac¬ 
tions, we sold U.S. Treasury securities (which we 
purchased with the original debt proceeds) and increased 
fiscal 1987 and 1986 net earnings by $13.7 million ($. 15 
per share) and $5.0 million ($.06 per share), respectively. 

In fiscal 1985, we filed a shelf registration statement 
with the Securities and Exchange Commission for the 
issuance of up to $ 150 million net proceeds in unsecured 
debt securities to reduce short-term debt and for other 
general corporate purposes. In addition, $50 million net 
proceeds in unsecured debt securities is still available for 
issuance under a previously filed shelf registration 
statement. 


The sinking fund and principal payments due on 
long-term debt are (in millions) $94.4 ($101.7 face 
amount), $1.8, $6.5, $6.5 and $ 106.9 ($ 128.4 face 
amount) in fiscal years ending 1988, 1989, 1990, 1991, 
and 1992, respectively. 

Note Nine: Tax Leases 

In fiscal 1983 and 1982 we purchased certain income tax 
items from other companies through cax lease transac¬ 
tions. These transactions resulted in cash flows during 
fiscal 1987 that provided $54.4 million, which will be 
repaid over the remaining life of the arrangements. This 
liability is classified as “Deferred Income Taxes - Tax 
Leases” (see Note Fifteen). 

Note Ton: Changes in Capital Stock 


$.75 Par Value 
Common Stock 

(250,000,000 Shares Authorized) 


Issued 

In Treasury 

Shares Amount 

Shares Amount 




(Dollars in 

Millions) 


Balance at 





May 27, 1984 

Stock option, profit 

102,076,666 

$215 4 

11,548,826 

$291.8 

sharing and 
employee stock 
ownership plans 


(1 7) 

(457,980) 

(11.5) 

Shares issued for 





acquisitions and 
other 

_ 

_ 

(5,876) 

(0.2) 

Shares repurchased 





on open market 

— 

— 

2,110,048 

53.8 

Balance at 





May 26, 1985 

Stock option, profit 

102,076,666 

213 7 

13,195,018 

333.9 

sharing and 
employee stock 
ownership plans 


2 2 

(786,038) 

(19.8) 

Balance at 





May 25, 1986 

Stock option, profit 

102,076,666 

215 9 

12,408,980 

314.1 

sharing and 
employee stock 
ownership plans 


5 0 

(587,154) 

(15.4) 

Shares repurchased 





on open marker 

— 

— 

2,022,600 

80.7 

Balance at 





May 31, 1987 

102,076,666 

$220 9 

13,844,426 

$379.4 
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Cumulative preference stock of 5,000,000 shares, 
without par value, is authorized but unissued. 

On September 22, 1986, the stockholders approved 
the Board of Directors’ recommendation to increase 
authorized common stock from 70 million shares, to 250 
million shares, par value $.75. On that same date the 
Board of Directors declared a 2-for-l stock split effected 
in the form of a 100% stock dividend whereby each share 
of stock issued and outstanding at the close of business on 
October 10, 1986, became entitled to receive one addi¬ 
tional share of common stock, payable November 7, 

1986. Information throughout these financial statements 
is restated for the stock split, to present all data on a 
consistent and comparable basis. 

During fiscal 1986, the Board of Directors declared a 
distribution of one right for each outstanding share of 
common stock. As a result of the stock split, one-half 
right is now associated with each such share. Each right 
entitles the holder to purchase one one-hundredth of a 
share of cumulative preference stock (or, in certain 
circumstances, common stock or other securities), exercis¬ 
able upon the occurrence of certain events. The rights are 
not exercisable or transferable apart from the common 
stock until a person or group has acquired 20 percent or 
more, or makes a tender offer for 30 percent or more, of 
the common stock. If the company is acquired in a 
merger or other business combination transaction, each 
right will entitle the holder to receive, upon exercise, 
common stock of either the company or the acquiring 
company having a value equal to two times the exercise 
price of the right. The rights are redeemable by the Board 
in certain circumstances and expire on March 7, 1996. At 
May 31, 1987, there were 44.1 million rights issued and 
outstanding. 

The Board of Directors has authorized the repurchase, 
from time to time, of common stock for our treasury, 
provided that the number of shares in the treasury shall 
not exceed 17,000,000. 

Shares of common stock are potentially issuable for the 
following purposes: 

Number of Shares 
as of May 31, 1987 

Stock options outstanding 3,710,707 

Stock options available for grant 2,284,612 

Incentive plans 16,340 


Note Eleven: Stock Options 

The following table contains information on stock options. 

Average Option 
Price Per 

Shares Share 


Granted: 


1987 

1986 

1985 

869,400 

447,900 

1,024,300 

S44.ll 

29.73 

26.24 

Exercised: 

1987 

526,420 

$19.48 

1986 

707,598 

17.83 

1985 

546,386 

15.59 

Expired: 

1987 

59,929 

S26.42 

1986 

145,888 

21.73 

1985 

287,892 

18.06 

Outstanding at year-end: 

1987 

3,710,707 

S25.99 

1986 

3,427,656 

20.40 

1985 

3,421,184 

21.16 

Exercisable at year-end: 

1987 

2,283,259 

$19.33 

1986 

2,331,756 

18.29 

1985 

1,852,990 

17.42 


Options for a total of 2,284,612 shares are available for 
grant to officers and key employees under our 1984 stock 
option plan, under which grants may be made until 
September 30, 1988. The options may be granted subject 
to approval of the Compensation Committee of the Board 
of Directors at a price not less than 100% of the fair 
market value on the date the option is granted. Options 
now outstanding include some granted under the 1975 
and 1980 option plans, under which no further options 
may be granted. All options expire within 10 years plus 
one month after the date of grant. The plans provide for 
full vesting of benefits, except in limited circumstances, 
in the event there is a change of control. 

The 1975 plan permitted the granting of stock appre¬ 
ciation rights (SARs) in tandem with some options 
granted to certain individuals. Upon exercise of an SAR, 
the option for a corresponding number of shares of stock 
is cancelled and the holder receives in cash or stock an 
amount equal to the appreciation between the option 
price and the market value of the stock on the date of exer¬ 
cise. This amount may not exceed the option price. On 
May 31, 1987, there were 41,850 SARs outstanding. The 
option price of the related stock options was $12.49. 
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The 1980 and 1984 plans permit the granting of 
performance units corresponding to stock options 
granted. The value of performance units will be deter¬ 
mined by return on equity and growth in earnings per 
share measured against preset goals over three-year 
performance periods. For seven years after a performance 
period, holders may elect to receive the value of perfor¬ 
mance units (with interest) as an alternative to exercising 
corresponding stock options. On May 31, 1987, there 
were 2,073,713 outstanding options with corresponding 
performance units or performance unit accounts. 

The 1984 plan provides for granting of incentive stock 
options as well as non-qualified options. No incentive 
stock options have yet been granted. 

The number and price of option shares outstanding 
when the Toy and Fashion operations were spun off were 
adjusted in proportion to the market value of the shares of 
those companies distributed to our stockholders. This 
fiscal 1986 adjustment increased the number of options 
outstanding by 4 12,058 shares and decreased the price of 
the option shares outstanding by approximately 10%. 

Note Twelve: Interest Expense 

The components of net interest expense are as follows: 


Fiscal Year 



1987 

1986 

1985 



(In Millions) 


Interest expense 

$49.5 

$62.0 

$60.9 

Capitalized interest 

(3.0) 

(4. 1) 

(2.5) 

Interest income 

(13.6) 

(21.2) 

(13.6) 

Interest expense, net 

$32.9 

$36.7 

$44.8 


The Tax Reform Act of 1986 reduces the income tax 
rate from 46% to 34% effective July 1, 1987. This 
change in the rate affects the assumptions made in 
accounting for our tax benefit leases and resulted in an 
after-tax decrease in net interest expense of $7.7 million 
($.09 per share) in fiscal 1987. 

Note Thirteen: Employees' Retirement Plans 

We have retirement plans covering most employees. Our 
contributions to these plans, which are expensed and 
funded on a current basis, w r ere $20.6 million in fiscal 
1987, $30.5 million in fiscal 1986 and $32.3 million in 
fiscal 1985. 

Most of our plans are defined benefit plans, which 
provide for retirement benefits based on employees’ 
length of service and earnings. The following table 


contains aggregated information determined as of 
January 1, 1987, and 1986, for the principal plans: 

1987 1986 



(In Millions) 

Net plan assets available for benefits 

S566 

$502 

— 

— 

Actuarial present value of accumulated benefits 
Vested 

$419 

S3 5 3 

Nonvested 

57 

40 

Total 

$476 

$393 


Actuarial present values of accumulated benefits were 
determined using discount rates established by the 
Pension Benefit Guaranty Corporation (PBGC) for 
valuing plan benefits. The PBGC rates ranged from 4% 
to 7.50% for 1987 and 4% to 8.75% for 1986, with the 
latter rate of each range being the principal rate. 

During fiscal 1986, we amended the principal plan 
covering salaried employees to provide that any excess 
pension assets w'ould be vested in plan participants if the 
plan is terminated whthin five years of a change in 
control. 

Contributions to our defined benefit plans are deter¬ 
mined by independent actuaries using assumptions and 
methods reflecting plan experience and expectations. A 
study by management and plan actuaries of the principal 
defined benefit pension plan covering salaried employees 
resulted in changes to the investment return assumption 
and actuarial cost method. This increased fiscal 1987 net 
earnings by $5.0 million ($.06 per share). 

We have an employee stock ownership plan (ESOP). 
Our contributions to the plan expensed in fiscal 1987, 
1986 and 1985 w r ere $2.5 million, $2.6 million and $3.6 
million, respectively (included in the total pension 
expense of $20.6 million, $30.5 million and $32.3 
million referred to above). Our contributions to this plan 
are made primarily in shares of General Mills common 
stock. We receive an equivalent federal income tax credit 
as a result of the contribution. 

We have a few defined contribution plans that provide 
for benefits based on accumulated contributions and 
investment income. Such plans, including the ESOP, had 
net assets of $274.5 million at May 31, 1987. 

We have a variety of plans that provide health care 
benefits to the majority of our retirees. Some of these 
plans require contributions from the retirees. We recog¬ 
nized total costs of $4.7 million, $4. 3 million and $4.2 
million in fiscal 1987, 1986 and 1985, respectively, for 
these benefits on a pay-as-you-go basis. 
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Note Fourteen: Profit-Sharing Plans 

We have profit-sharing plans to provide incentives to key 
individuals who have the greatest potential to contribute 
to current earnings and successful future operations. 

These plans were approved by the Board of Directors 
upon recommendation of the Compensation Committee. 
The awards under these plans depend on profit perfor¬ 
mance in relation to pre-established goals. The plans are 
administered by the Compensation Committee, which 
consists of directors who are not members of our manage¬ 
ment. Profit-sharing expense, including performance unit 
accruals, was $10.7 million in fiscal 1987, $9.4 million 
in fiscal 1986 and $2.9 million in fiscal 1985. 

Note Fifteen: Income Taxes 

The components of earnings before income taxes and the 


income taxes thereon are as 

follows: 

Fiscal Year 



1987 

1986 

(In Millions) 

1985 

Earnings before income taxes: 

U.S. 

$407.3 

$298.8 

$177.6 

Outside U.S. 

25.9 

17.9 

14.9 

Total earnings before 

income taxes 

5433.2 

$516.7 

$192.5 

Income taxes: 

Current: 

Federal taxes 

S 167.0 

$ 99.0 

S 94.3 

U.S. investment tax credit 

(6.2) 

(10.7) 

(10.0) 

State and local taxes 

29.6 

15.4 

7.9 

Foreign taxes 

9.1 

6.6 

6.1 

Total current income 

taxes 

199.5 

110.3 

98.3 

Deferred income taxes 

(principally U.S.) 

11.7 

27.2 

(19.5) 

Total income taxes 

$211.2 

$137.5 

$ 78.8 


Total current income taxes charged to earnings in fiscal 
1987, 1986 and 1985 reflect the amounts attributable to 
operations and have not been materially affected by tax 
leases. Actual current taxes payable on fiscal 1987, 1986 
and 1985 operations were reduced by approximately $55 
million, $112 million and $113 million, respectively, 
due to the effect of tax leases. These tax benefits are 
temporary in nature and do not affect taxes for statement 
of earnings purposes since the amount of benefits (net of 
the consideration paid to the sellers) will be repaid to the 
government in future years over the terms of the leases. 


Deferred income taxes result from timing differences in 
the recognition of revenue and expense for tax and finan¬ 
cial statement purposes. The tax effects of these differ¬ 
ences follow: 


Fiscal Year 


1987 1986 

1985 

(In Millions) 



Depreciation 

$ 22.8 

s 

16.7 

$ 23.8 

Interest 

(11.2) 


(3.9) 

3.0 

Provision for losses on dispositions 
and redeployments 

6.3 


27.1 

(28.1) 

Accrued expenses 

0.2 


(8.2) 

(19.1) 

Other 

(6.4) 


(4.5) 

0.9 

Total deferred income 

taxes 

$ 11.7 

$ 

27.2 

$(19.5) 

The following table reconciles the U.S 

. statutory 


income tax rate w'ith the effective income tax rate: 


U.S. statutory rate 

1987 

46.09f 

Fiscal Year 

1986 

46.0% 

1985 

46.09? 

U.S. investment tax credit 

(1.4) 


(3.4) 

(5.2) 

State and local income taxes, net of 
federal tax benefits 

3.7 


3.9 

2.8 

Other, net 

0.5 


(3.1) 

(2.7) 

Effective income tax rate 

48.85? 


43.4% 

40.99? 


As of May 31, 1987, general business credit carryovers 
of $10.3 million are available to reduce future federal 
income taxes, including $2.8 million of investment tax 
credits. If not used, the credits w ill expire as follow's: 

$4.5 million in 2001 and $5.8 million in 2002. For 
financial statement purposes, deferred tax credits 
(included in “Deferred Income Taxes-Tax Leases”) have 
been eliminated based upon their expected amortization 
during the carryover period. Upon realization of the tax 
benefits of the carryovers, the amount eliminated w ill be 
reinstated. 

Provision has been made for foreign and U.S. taxes that 
would be payable on foreign operations’ earnings that are 
not considered permanently reinvested. Additional 
income taxes have not been provided on unremitted earn¬ 
ings of foreign operations amounting to $72.3 million 
that are expected by management to be permanently rein¬ 
vested. If a portion were to be remitted, income tax 
credits w'ould substantially offset any resulting tax 
liability. 
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Note Sixteen: Leases 

An analysis of rent expense by property leased follows: 


Retail and restaurant space 
Warehouse space 
Office space 
Transportation 
Computers 
All other 

Total rent expense 


Fiscal Year 

1987 

1986 

1985 


(In Millions) 


S 24.4 

$ 20.1 

$ 20.3 

7.2 

6.3 

5.2 

4.8 

5.0 

5.2 

2.9 

2.8 

2.2 

2.0 

1.4 

1.5 

1.8 

1.9 

2.3 

S 43.1 

$ 37.5 

S 36.7 


payments. Contingent and escalation rent in excess of 
minimum rent payments totaled approximately $3.1 
million in fiscal 1987, $1.4 million in fiscal 1986 and 
$3.7 million in fiscal 1985. Sublease income netted in 
rent expense was insignificant. 

Noncancelable future lease commitments are (in 
millions) $32.4 in 1988, $29.5 in 1989, $26.6 in 1990, 
$23.2 in 1991, $2 1.0 in 1992 and $98.5 after 1992, or a 
cumulative total of $231.2. Of this total, retail and 
restaurant leases account for 87%. 


Some leases require payment of property taxes, insur¬ 
ance and maintenance costs in addition to the rent 


Note Seventeen: Segment Information 


(In Millions) 

Consumer 

Foods 

Restaurants 

Specialty 

Retailing 

Unallocated 
Corporate 
Items (b) 

Consol¬ 

idated 

Total 

Sales (a) 

1987 

S3,449.9 

SI.249.1 

$490.3 


$5,189.3 

1986 

3,061.3 

1,051.0 

383.6 


4,495.9 

1985 

2,771.3 

1,140.1 

294.8 


4,206.2 

Operating Profits before Redeployments 

1987 

368.6 

94.3 

31.0 

S (59.6) 

434.3 

1986 

286.1 

80.8 

16.5 

(64.1) 

319.3 

1985 

249.4 

85.2 

(130) 

(58.0) 

263.6 

Operating Profits after Redeployments 

1987 

369.5 

92.5 

30.7 

(59.5) 

433.2 

1986 

284.2 

84.8 

11.6 

(63.9) 

316.7 

1985 

245.3 

45.9 

(40.7) 

(58.0) 

192.5 

Identifiable Assets 

1987 

1,211.7 

594.0 

177.8 

296.9 

2.280.4 

1986 

1,091.8 

467.8 

128.2 

398.4 

2.086.2 

1985 

1,000.1 

424.6 

136.8 

1,092.5 

2.654.0 

Capital Expenditures 

1987 

151.5 

145.3 

30.1 

2.2 

329.1 

1986 

153.6 

74.0 

13-7 

3-6 

244.9 

1985 

103.2 

40.5 

27.0 

39.0 

209.7 

Depreciation Expense 

1987 

78.9 

39.4 

9.0 

1.4 

128.7 

1986 

692 

32.7 

7.2 

0.7 

109.8 

1985 

60.9 

37.5 

6.3 

1.7 

106.4 


(a) Both inter-segment sales and export sales are immaterial. 

(b) In fiscal 1987, allocations of corporate costs were reviewed. Based upon this review, additional costs related to our segments were allocated as 
appropriate. Fiscal 1986 and 1985 amounts have been restated for comparability. Remaining corporate expenses reported here include net interest 
expense and general corporate expenses. Corporate assets consist mainly of cash and short-term investments, orher miscellaneous investments and the 
identifiable assets of discontinued and redeployed operations. Corporate capital expenditures include capital expenditures ol discontinued operations 
through the dare disposition was authorized. 
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Note Eighteen: Quarterly Data (unaudited) 

Summarized quarterly data for fiscal 1987 and 1986 follows: 


First Quarter Second Quarter Third Quarter Fourth Quarter Total Year 



1987 

1986 

1987 

1986 

1987 

1986 

1987 

1986 

1987 

1986 

Sales 

SI, 193.0 

$1,049.1 

(In Millions 

51,334.7 

, Except Per Share and Market Price Amounts) 

$1,179.7 $1,311.3 $1,131.3 $1,330.3 

S1,135.8 

$5,189.3 

54,495.9 

Gross profit* 

546.1 

475.2 

626.0 

538.0 

602.7 

498.5 

580.5 

487.1 

2,355.3 

1,998.8 

Earnings after taxes - 
Continuing operations 

60.3 

48.1 

60.2 

45.3 

56.9 

44.9 

44.6 

40.9 

222.0 

179.2 

Earnings per share - 
Continuing operations 

.67 

.54 

.68 

.51 

.64 

.50 

.51 

.46 

2.50 

2.01 

Discontinued operations after 
taxes 

(1.2) 

0.8 

9.7 

0.7 


1.5 

(8.5) 

1.3 

_ 

4.3 

Net earnings 

59.1 

48.9 

69.9 

46.0 

56.9 

46.4 

36.1 

42.2 

222.0 

183.5 

Net earnings per share 

.66 

.55 

.79 

.52 

.64 

.52 

.41 

.47 

2.50 

2.06 

Dividends per share 

.29 

.28 

.32 

.28 

.32 

.28 

.32 

.29 

1.25 

1.13 

Market price of common stock: 
High 

45 */*» 

32 

47V* 

32Yh 

51 7 /« 

32 Yb 

56 

40'/b 

56 

4014 

Low 

37 

21V 2 

37V* 

26 

4l'/4 

2814 

43 

30‘/i 

37 

26 


•Before charges for depreciation 
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ELEVEN YEAR FINANCIAL SUMMARY AS REPORTED 




General Mills, Inc. and Subsidiaries 

May 31, 1987 

May 25. 1986 

May 26, 198‘ 

Financial Results 




Earnings (loss) per share (a) 

S 2.50 

$ 2.06 

$ (.81] 

Return on average equity 

31.496 

21.5% 

(6.5] 

Dividends per share (a) 

S 1.25 

1.13 

1.12 

Sales (b) 

$5,189.3 

4.586.6 

4,285.2 

Costs and expenses: 




Cost of sales, exclusive of items below (b) 

$2,834.0 

2,563.9 

2,474.8 

Selling, general and administrative (b)(c) 

$1,757.5 

1,547.2 

1,443.9 

Depreciation and amortization (b) 

$ 131.7 

113.1 

110.4 

Interest (b)(d) 

$ 32.9 

38.8 

60.2 

Earnings before income taxes (b) 

$ 433.2 

323.6 

195.91 

Net earnings (loss) 

$ 222.0 

183.5 

(72.9: 

Net earnings (loss) as a percent of sales 

4.3% 

4.0% 

(1.7] 

Weighted average number of common shares (aKh) 

88.7 

89.2 

89.5 

Taxes (income, payroll, property, etc.) per share (aXb) 

$ 3.60 

2.67 

2.01 

Financial Position 




Total assets 

$2,280.4 

2,086.2 

2,662.6 

Land, buildings and equipment, net (b) 

$1,249.5 

1,084.9 

956.0 

Working capital at year-end 

$ (57.1) 

41.6 

229.4 

Long-term debt, excluding current portion 

$ 285.5 

458.3 

449.5 

Stockholders’ equity 

S 730.4 

682.5 

1,023.3 

Stockholders’ equity per share (a) 

$ 8.28 

7.61 

11.51 

Other Statistics 




Working capital provided from operations before redeployments (b) 

$ 388.5 

333.2 

241.3 

Total dividends 

$ 110.8 

100.9 

100.4 

Gross capital expenditures (i) 

$ 329.1 

244.9 

209.7 

Research and development (b) 

$ 38.3 

41.7 

38.7 

Advertising media expenditures (b) 

$ 330.0 

317.0 

274.3 

Wages, salaries and employee benefits (b) 

$ 958.6 

895.8 

860.2 

Number of employees (b) 

65,619 

62,056 

63,162 

Accumulated LIFO reserve (b) 

$ 51.5 

45.8 

47.5 

Common stock price range (a) 

$ 56- 

40 '/»- 

30'/t- 
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23 7 /« 

(a) Years prior to fiscal 1987 have been adjusted for the two-for-one stock split in November of 1986. 



(b) Includes continuing operations only; amounts for years prior to fiscal 1987 include the discontinued furniture operations, ami amounts for 


years prior to fiscal 1985 include the discontinued Toy, Fashion and non-apparel Specialty Retailing operations. 



(c) Includes redeployment gains or losses. 




FINANCIAL DATA FOR CONTINUING OPERATIONS (years prior to fiscal 1987 restated) 


Fiscal Year Ended 



May 31. 1987 May 25. 1986 May 26. 1985 

May 27, 1984 May 29. 1983 May 30. 1982 

(Amounts in Millions. Except Per Share Data) 



Sales $5,189.3 $4,495.9 $4,206.2 

$4,048.5 $3,998.4 $3,779.8 

Earnings after taxes $ 222.0 179.2 113.7 

199.1 

159.6 

139.9 

Earnings per share $ 2.50 2.01 1.27 

2.12 

1.59 

1.38 
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May 27, 1984 

May 29, 1983 

May 30, 1982 

May 31, 1981 

May 25, 1980 

May 27, 1979 

May 28, 1978 

May 29, 1977 


(Amounts in 

Millions, Except Per Share Data) 





$ 2.49 

$ 2.45 

$ 2.23 

$ 1.95 

$ 1.68 

$ 1.46 

$ 1.36 

$ 1.18 

19.0% 

19.9% 

19.1% 

18.2% 

17.6% 

17.0% 

17.6% 

17.1% 

1.02 

.92 

.82 

.72 

.64 

.56 

.48% 

.39% 

5,600.8 

5,550.8 

5,312.1 

4,852.4 

4,170.3 

3,745.0 

3,243.0 

2,909.4 

3,165.9 

3,123.3 

3,081.6 

2,936.9 

2,578.5 

2,347.7 

2,026.1 

1,797.5 

1,841.7 

1,831.6 

1,635.5 

1,384.0 

1,145.5 

1,021.3 

883.8 

807.9 

133.1 

127.5 

113.2 

99.5 

81.1 

73.3 

58.6 

48.1 

61.4 

58.7 

75.1 

57.6 

48.6 

38.8 

29-3 

26.7 

398.7 

409.7 

406.7 

374.4 

316.6 

263.9 

245.2(f) 

229.2 

233.4 

245.1 

225.5 

196.6 

170.0 

147.0 

135.8 

117.0 

4.2% 

4.4% 

4.2% 

4.1% 

4.1% 

3.9% 

4.2% 

4.0% 

93.7 

100.2 

101.2 

100.8 

100.9 

100.7 

99-9 

99.1 

3.11 

2.85 

2.94 

2.79 

2.33 

1.99 

1.85 

1.72 

2,858.1 

2,943.9 

2,701.7 

2,301.3 

2,012.4 

1,835.2 

1,612.7 

1,447.3 

1,229.4 

1,197.5 

1,054.1 

920.6 

747.5 

643.7 

587.0 

540.1 

244.5 

235.6 

210.7 

337.3 

416.3 

441.6 

285.1 

298.2 

362.6 

464.0 

331.9 

348.6 

377.5 

384.8 

259.9 

276.1 

1,224.6 

1,227.4 

1,232.2 

1,145.4 

1,020.7 

916.2 

815.1 

724.9 

13-53 

12.84 

12.25 

11.37 

10.16 

9.12 

8.19 

7.30 

348.3 

401.6 

353.6 

317.8 

262.7 

237.5 

197.9 

174.2 

96.0 

92.7 

82.3 

72.3 

64.4 

56.1 

48.2 

39.1 

282.4 

308.0 

287.3 

246.6 

196.5 

154.1 

140.5 

117.1 

63.5 

60.6 

53.8 

45.4 

44.4 

37.3 

30.5 

29.9 

.349.6 

336.2 

284.9 

222.0 

213.1 

188.9 

170.5 

145.6 

1,121.6 

1,115.2 

1,028.4 

907.0 

781.2 

717.1 

622.0 

541.2 

80,297 

81,186 

75,893 

71,225 

66,032 

64,229 

66,574 

61,797 

79.7 

79.7 

75.5 

73.7 

60.3 

46.5 

29.3 

18.7 

28 %- 

28 7 /s- 

21- 

17 7 %- 

14 %- 

17- 

15%- 

\lVn- 

20 Va 

19 l /4 

16% 

11% 

9% 

12 

13% 

13% 

(d) Interest expense is net of interest income; amounts for years prior to fiscal 1986 are interest expense only with interest income included in 
selling, general and administrative expenses. 

(e) Includes pretax redeployment charge of $75.8 million. 

(0 Before discontinued Chemical operations; earnings before income taxes for fiscal 1977 includes this operation. 

(g) lncludes after-tax discontinued operations charge of $ 188.3 million. 

(h) Years prior to fiscal 1983 include common share equivalents. 

(i) Includes capital expenditures of continuing operations and capital expenditures of discontinued operations through the date disposition was 
authorized. 
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SHAREHOLDER INFORMATION 


Transfer Agencies and Registrars 

Markets 

Common Stock: 

New York Stock Exchange 

First Trust Company, Inc. 

67 Broad Street 

Midwest Stock Exchange 

New York, NY 10004 

Stock Exchange Symbol: GIS 

First Trust Company, Inc. 

Loop Station 

P.O. Box 2922 

Minneapolis, MN 55402 

Address 

General Mills Executive Offices 

9200 Wayzata Boulevard 
Minneapolis, MN 

Agent, Automatic Dividend Reinvestment Plan 

Mailing Address: 

First Trust Company, Inc. 

P.O. Box 1113 

Loop Station 

Minneapolis, MN 55440 

P.O, Box 2922 

Minneapolis, MN 55402 

Telephone (612) 540-23 1 1 

Stockholders wishing information about the Automatic 
Dividend Reinvestment Plan may obtain a brochure by 
writing: General Mills, Stock Transfer Department, P.O. 
Box 1113, Minneapolis, MN 55440. Under this plan, 
General Mills pays the brokerage and service fees associ¬ 
ated with the automatic reinvestment of stockholders’ 

dividends. 


form lO-K Report 

In the opinion of management, the financial statements 
in this Annual Report to Stockholders include all signifi¬ 
cant financial data included in the annual report filed on 
Form 10-K with the Securities and Exchange Commis¬ 
sion. Stockholders may request a free copy of the Form 

10-K annual report and schedules attached thereto by 
writing: Secretary, General Mills, Inc., P.O. Box 1113, 
Minneapolis, MN 55440. 


Notice of Annual Meeting 

The annual meeting of the stockholders of General Mills, 
Inc. will be held at 11 a.m. Central Daylight Time, 
Monday, September 28, 1987, in the auditorium of the 
Children’s Theatre Company, 2400 Third Avenue South, 
Minneapolis, MN. 
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